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MEMORANDUM  OF  THE  CHAIRMAN 


To  Members  of  the  Senate  Committee  on  Energy  and  Natural  Resources: 

Over  the  past  8  years,  Presidential  speeches  and  messages  on  en- 
ergy issues  have  documented  the  evolution  of  energy  policy  in  three 
administrations. 

The  first  Presidential  energy  message  to  Congress  in  1971  stressed 
the  development  of  domestic  energy  resources,  with  particular  em- 
phasis on  the  development  of  the  fast  breeder  reactor.  Subsequent  mes- 
sages, from  both  Presidents  Xixon  and  Ford,  continued  the  theme  of 
developing  domestic  energy  resources  while  proposing  various  meas- 
ures to  reduce  U.S.  dependence  on  oil  imports. 

President  Carter's  energy  messages  have  emphasized  the  importance 
of  conservation.  The  national  energy  program  he  submitted  to  Con- 
gress in  April.  1977  was  designed  to  achieve  conservation  through  such 
means  as  crude  oil  taxes  and  reform  of  utility  rate  structures. 

This  collection  of  Presidential  energy  messages  and  statements 
brings  up  to  date  similar  compilations  prepared  in  1973  and  1975.  I 
have  asked  that  it  be  published  for  the  use  of  the  committee  as  a  sig- 
nificant record  of  the  development  of  Federal  energy  policy. 

Henry  M.  Jackson,  Chairman. 
(in) 
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MESSAGE  TO  THE  CONGRESS 

ON 

A  PROGRAM  TO  INSURE  AN  ADEQUATE  SUPPLY  OF 
CLEAN  ENERGY  IN  THE  FUTURE 


June  4,  1971 


To  the  Congress  of  the  United  States: 

For  most  of  our  history,  a  plentiful  supply  of  energy  is  something 
the  American  people  have  taken  very  much  for  granted.  In  the  past 
twenty  years  alone,  we  have  been  able  to  double  our  consumption  of 
energy  without  exhausting  the  supply.  But  the  assumption  that  suffi- 
cient energy  will  always  be  readily  available  has  been  brought  sharply 
into  question  within  the  last  year.  The  brownouts  that  have  affected 
some  areas  of  our  country,  the  possible  shortages  of  fuel  that  were 
threatened  last  fall,  the  sharp  increases  in  certain  fuel  prices  and  our 
growing  awareness  of  the  environmental  consequences  of  energy  pro- 
duction have  all  demonstrated  that  we  cannot  take  our  energy  supply 
for  granted  any  longer. 

A  sufficient  supply  of  clean  energy  is  essential  if  we  are  to  sustain 
healthy  economic  grrowth  and  improve  the  quality  of  our  national  life. 
I  am  therefore  announcing  today  a  broad  range  of  actions  to  ensure 
aii  adequate  supply  of  clean  energy  for  the  years  ahead.  Private  in- 
dustry, of  course*  will  still  pay  the  major  role  in  providing  our  energy, 
but  Government  can  do  a  great  deal  to  help  in  meeting  this  challenge. 

My  program  includes  the  following  elements : 

To  Facilitate  Research  and  Development  for  Clean  Energy : 

— A  commitment  to  complete  the  successful  demonstration  of  the 
linuid  metal  fast  breeder  reactor  by  1980. 

— More  than  twice  as  much  Federal  support  for  sulfur  oxide  con- 
trol demonstration  projects  in  Fiscal  Year  1972. 

— An  expanded  program  to  convert  coal  into  a  clean  gaseous  fuel. 

— Support  for  a  variety  of  other  energy  research  projects  in  fields 
such  as  fusion  power,  magnetohydrodynamic  power  cycles,  and 
underground  electric  transmission. 

To  Make  Available  the  Energy  Resources  on  Federal  JLamds: 
— Acceleration  of  oil  and  gas  lease  sales  on  the  Outer  Continental 
Shelf,  along  with  stringent  controls  to  protect  the  environment. 
— A  leasing  program  to  develop  our  vast  oil  shale  resources,  pro- 
CD 


vided  that  environmental  questions  can  be  satisfactorily  resolved. 
— Development  of  a  geothermal  leasing  program  beginning  this  fall. 

To  Assure  a  Timely  Supply  of  Nuclear  Fuels : 
— Begin  work  to  modernize  and  expand  our  uranium  enrichment 
capacity. 

To  Use  Our  Energy  More  Wisely  : 

— A  New  Federal  Housing  Administration  standard  requiring  addi- 
tional insulation  in  new  federally  insured  homes.      -  ■  -•  -     • 

— Development  and  publication  of  additional  information  on  how 
consumers  can  use  energy  more  efficiently. 

— Other  efforts  to  encourage  energy  conservation. 

To  Balance  Environmental  and  Energy  Needs : 

— A  system  of  long-range  open  planning  of  electric  power  plant  sites 
and  transmission  line  routes  with  approval  by  a  State  or  regional 
agency  before  construction. 

— An  incentive  charge  to  reduce  sulfur  Oxide  amissions  and  to  sup- 
port further  research. 

To  Organize  Federal  Efforts  More  Effectively: 
— A  single  structure  within  the  Department  of  Natural  Resources- 
uniting  all  important  energy  resource  development  programs. 

The  Nature  of  the  Current  Problem 

A  major  cause  of  our  recent  energy  problems  has  been  the  sharp 
increase  in  demand  that  began  about  1967.  For  decades,  energy  con- 
sumption had  generally  grown  at  a  slower  rate  than  the  national  out- 
put of  goods  and  services.  But  in  the  last  four  years  it  has  been  grow- 
ing at  a  faster  pace  and  forecasts  of  energy  demand  a  decade  from 
now  have  been  undergoing  significant  upward  revisions. 

This  accelerated  growth  in  demand  results  partly  from  the  fact  that 
energy  has  been  relatively  inexpensive  in  this  country.  During  the  last 
decade,  the  prices  of  oil,  coal,  natural  gas  and  electricity  have  increased 
at  a  much  slower  rate  than  consumer  prices  as  a  whole.  Energy  has 
been  an  attractive  bargian  in  this  country— and  demand  has  responded 
accordingly. 

In  the  years  ahead,  the  needs  of  a  growing  economy  will  further 
stimulate  this  demand.  And  the  new  emphasis  on  environmental  pro- 
tection means  that  the  demand  for  cleaner  fuels  will  be  especially 
acute.  The  primary  cause  of  air  pollution,  for  example,  is  the  burning 
of  fossil  fuels  in  homes,  in  cars,  in  factories  and  in  power  plants.  If 
we  are  to  meet  our  new  national  air  quality  standards,  it  will  be  essen- 
tial for  us  to  use  stack  gas  cleaning  systems  in  our  large  power  and 
other  industrial  plants  and  to  use  cleaner  fuels  in  virtually  all  of  our 
new  residential,  commercial  and  industrial  facilities,  and  in  some  of 
our  older  facilities  as  well. 

Together,  these  two  factors — growing  demand  for  energy  and  grow- 
ing emphasis  on  cleaner  fuels — will  create  an  extraordinary  pressure 
on  our  fuel  supplies. 

The  task  of  providing  sufficient  clean  energy  is  made  especially  diffi- 
cult by  the  long  lead  times  required  to  increase  energy  supply.  To  move 
from  geological  exploration  to  oil  and  gas  well  production  now  takes 


from  3  to  7  years.  New  coal  mines  typically  require  3  to  5  years  to 
reach  the  production  stage  and  it  takes  5  to  7  years  to  complete  a  large 
steam  power  plant.  The  development  of  the  new  technology  required 
to  minimize  environmental  damage  can  further  delay  the  provision  of 
additional  energy.  If  we  are  to  take  full  advantage  of  our  enormous 
coal  resources,  for  example,  we  will  need  mining  systems  that  do  not 
impair  the  health  and  safety  of  miners  or  degrade  the  landscape  and 
•combustion  systems  that  do  not  emit  harmful  quantities  of  sulfur 
oxides,  other  noxious  gases,  and  particulates  into  the  atmosphere.  But 
such  systems  may  take  several  years  to  reach  satisfactory  performance. 
That  is  why  our  efforts  to  expand  the  supply  of  clean  energy  in 
America  must  immediately  be  stepped  up. 

1.  RESEARCH  AND  DEVELOPMENT  GOALS  FOR  CLEAN  ENERGY 

Our  past  research  in  this  critical  field  has  produced  many  promising 
leads.  Now  we  must  move  quickly  to  demonstrate  the  best  of  these  new 
concepts  on  a  commercial  scale.  Industry  should  play  the  major  role 
in  this  area,  but  government  can  help  by  providing  technical  leader- 
ship and  by  sharing  a  portion  of  the  risk  for  costly  demonstration 
plants.  The'  time  has  now  come  for  government  and  industry  to  com- 
mit themselves  to  a  joint  effort  to  achieve  commercial  scale  demonstra- 
tions in  the  most  crucial  and  most  promising  clean  energy  development 
^reas — the  fast  breeder  reactor,  sulfur  oxide  control  technology  and 
•coal  gasification. 

■a.  Sulfur  Oxide  Control  Technology 

A  major  bottleneck  in  our  clean  energy  program  is  the  fact  that  we 
cannot  now  burn  coal  or  oil  without  discharging  its  sulfur  content 
into  the  air.  We  need  new  technology  which  will  make  it  possible  to 
remove  the  sulfur  before  it  is  emitted  to  the  air. 

Working  together,  industry  and  government  have  developed  a 
variety  of  approaches  to  this  problem.  However,  the  new  air  quality 
standards  promulgated  under  the  Clean  Air  Amendments  of  1970  re- 
quire an  even  more  rapid  development  of  a  suitable  range  of  stack 
gas  cleaning  techniques  for  removing  sulfur  oxides.  I  have  therefore 
requested  funds  in  my  1972  budget  to  permit  the  Environmental  Pro- 
tection Agency  to  devote  an  additional  $15  million  to  this  area,  more 
than  doubling  the  level  of  our  previous  efforts.  This  expansion  means 
that  a  total  of  six  different  techniques  can  be  demonstrated  in  partner- 
ship with  industry  during  the  next  three  or  four  years. 

b.  Nuclear  Breeder  Reactor 

Our  best  hope  today  for  meeting  the  Nation's  growing  demand  for 
•economical  clean  energy  lies  with  the  fast  breeder  reactor.  Because 
of  its  highly  efficient  use  of  nuclear  fuel,  the  breeder  reactor  could 
-extend  the  life  of  our  natural  uranium  fuel  supply  from  decades  to 
centuries,  with  far  less  impact  on  the  environment  than  the  power 
plants  which  are  operating  today. 

For  several  years,  the  Atomic  Energy  Commission  has  placed  the 
highest  priority  on  developing  the  liquid  metal  fast  breeder.  Now  this 
project  is  ready  to  move  out  of  the  laboratory  and  into  the  demonstra- 
tion phase  with  a  commercial  size  plant.  But  there  still  are  major  tech- 
nical and  financial  obstacles  to  the  construction  of  a  demonstration 


plant  of  some  300  to  500  megawatts.  I  am  therefore  requesting  an  ad- 
ditional $27  million  in  Fiscal  Year  1972  for  the  Atomic  Energy 
Commission's  liquid  metal  fast  breeder  realtor  program — and  for  re- 
lated technological  and  safety  programs — so  that  the  necessary  engi- 
neering groundwork  for  demonstration  plants  can  soon  be  laid. 

What  about  the  environmental  impact  of  such  plants?  It  is  reassur- 
ing to  know  that  the  releases  of  radioactivity  from  current  nuclear 
reactors  are  well  within  the  national  safety  standards.  Nevertheless, 
we  will  make  every  effort  to  see  that  these  new  breeder  reactors  emit 
even  less  radioactivity  to  the  environment  than  the  commercial  light 
water  reactors  which  are  now  in  use. 

I  am  therefore  directing  the  Atomic  Energy  Commission  to  ensure 
that  the  new  breeder  plants  be  designed  in  a  way  which  inherently 
prevents  discharge  to  the  environment  from  the  plant's  radioactive 
effluent  systems.  The  Atomic  Energy  Commission  should  also  take 
advantage  of  the  increased  efficiency  of  these  breeder  plants,  designing 
them  to  minimize  waste  heat  discharges.  Thermal  pollution  from 
miclear  power  plants  can  be  materially  reduced  in  the  more  efficient 
breeder  reactors. 

We  have  very  high  hopes,  that  the  breeder  reactor  will  soon  become 
a  key  element  in  the  national  fight  against  air  and  water  pollution.  In 
order  further  to  inform  the  interested  agencies  and  the  public  about 
the  opportunities  in  this  area,  I  have  requested  the  early  preparation 
and  review  by  all  appropriate  agencies  of  a  draft  environmental 
impact  statement  for  the  breeder  demonstration  plant  in  accordance 
with  Section  102  of  the  National  Environmental  Policy  Act.  This 
procedure  will  ensure  compliance  with  all  environmental  quality 
standards  before  plant  construction  begins. 

In  a  related  area,  it  is  also  pertinent  to  observe  that  the  safety  record 
of  civilian  power  reactors  in  this  country  is  extraordinary  in  the 
history  of  technological  advances.  For  more  than  a  quarter  century — 
since  the  first  nuclear  chain  reaction  took  place — no  member  of  the 
public  has  been  injured  by  the  failure  of  a  reactor  or  by  an  accidental 
release  of  radioactivity.  I  am  confident  that  this  record  can  be  main- 
tained. The  Atomic  Energy  Commission  is  giving  top  priority  to 
safety  considerations  in  the  basic  design  of  the  breeder  reactor  and 
this  design  will  also  be  subject  to  a  thorough  review  by  the  independent 
Advisory  Committee  on  Reactor  Safeguards,  which  will  publish  the 
results  of  its  investigation. 

I  believe  it  important  to  the  Nation  that  the  commercial  demonstra- 
tion of  a  breeder  reactor  be  completed  by  1980.  To  help  achieve  that 
goal,  I  am  requesting  an  additional  $50  million  in  Federal  funds  for 
the  demonstration  plant.  We  expect  industry — the  utilities  and  manu- 
facturers— to  contribute  the  major  share  of  the  plants  total  cost,  since 
they  have  a  large  and  obvious  stake  in  this  new  technology.  But  we 
also  recognize  that  only  if  government  and  industry  work  closely  to- 
gether can  we  maximize  our  progress  in  this  vital  field  and  thus  intro- 
duce a  new  era  in  the  production  of  energy  for  the  people  of  our  land. 

c.  Coal  Gasification 

As  we  carry  on  our  search  for  cleaner  fuels,  we  think  immediately 
of  the  cleanest  fossil  fuel — natural  gas.  But  our  reserves  of  natural 
gas  are  quite  limited  in  comparison  with  our  reserves  of  coal. 


Fortunately,  however,  it  is  technically  feasible  to  convert  coal  into 
a  clean  gas  which  can  be  transported  through  pipelines.  The  Depart- 
ment of  the  Interior  has  been  working  with  the  natural  gas  and  coal 
industries  on  research  to  advance  our  coal  gasification  efforts  and  a 
number  of  possible  methods  for  accomplishing  this  conversion  are 
under  development.  A  few,  in  fact,  are  now  in  the  pilot  plant  stage. 

We  are  determined  to  bring  greater  focus  and  urgency  to  this  effort. 
We  have  therefore  initiated  a  cooperative  program  with  industry  to 
expand  the  number  of  pilot  plants,  making  it  possible  to  test  new 
methods  more  expeditiously  so  that  the  appropriate  technology  can 
soon  be  selected  for  a  large-scale  demonstration  plant. 

The  Federal  expenditure  for  this  cooperative  program  will  be  ex- 
panded to  $20  million  a  year.  Industry  has  agreed  to  provide  $10 
million  a  year  for  this  effort.  In  general,  we  expect  that  the  Govern- 
ment will  continue  to  finance  the  larger  share  of  pilot  plants  and 
that  industry  will  finance  the  larger  share  of  the  demonstration  plants. 
But  again,  the  important  point  is  that  both  the  Government  and 
industry  are  now  strongly  committed  to  move  ahead  together  as 
promply  as  possible  to  make  coal  gasification  a  commercial  reality. 

d.  Other  Research  and  De  velopment  Efforts 

The  fast  breeder  reactor,  sulfur  oxide  controls  and  coal  gasification 
represent  our  highest  priority  research  and  development  projects  in 
the  clean  energy  field.  But  they  are  not  our  only  efforts.  Other  ongoing 
projects  include : 

Coal  Mine  Health  and  Safety  Research. — In  response  to  a  growing 
concern  for  the  health  and  safety  of  the  men  who  mine  the  Nation's 
coal  and  in  accordance  with  the  Federal  Coal  Mine  Health  and  Safety 
Act  of  1969,  the  Bureau  of  Mines  research  effort  has  been  increased 
from  a  level  of  $2  million  in  Fiscal  Year  1969  to  $30  million  in  Fiscal 
Year  1972. 

Controlled  Thermonuclear  Fusion-  Research. — For  nearly  two  dec- 
ades the  Government  has  been  funding  a  sizable  research  effort  de- 
signed to  harness  the  almost  limitless  energy  of  nuclear  fusion  for 
peaceful  purposes.  Recent  progress  suggests  that  the  scientific  feasibil- 
ity of  such  projects  may  be  demonstrated  in  the  1970s  and  we  have 
therefore  requested  an  additional  $2  million  to  supplement  the  bucket 
in  this  field  for  Fiscal  Year  1972.  We  hope  that  work  in  this  promising 
area  will  continue  to  be  expanded  as  scientific  progress  justifies  larger 
scale  programs. 

Coal  Liquefaction. — In  addition  to  its  coal  gasification  work,  the 
Department  of  the  Interior  has  underway  a  major  pilot  plant  program 
directed  toward  converting  coal  into  cleaner  liquid  fuels. 

Magnet ohydrodynamic  Power  Cycles. — MHD  is  a  new  and  more 
efficient  method  of  converting  coal  and  other  fossil  fuels  into  elec- 
tric energy  by  burning  the  fuel  and  passing  the  combustion  products 
through  a  magnetic  field  at  very  high  temperatures.  In  partnership 
with  the  electric  power  industry,  we  have  been  working  to  develop 
this  new  system  of  electric  power  generation. 

Underground  EUctric  Transmission. — Objections  have  been  grow- 
ing to  the  overhead  placement  of  high  voltage  power  lines,  especially 
in  areas  scenic  beauty  or  near  centers  of  population.  Again  in  co- 
operation with  industry,  the  Government  is  funding  a  research  pro- 


gram  to  develop  new  and  less  expensive  techniques  for  burying  high 
voltage  electric  transmission  lines. 

Nuclear  Reactor  Safety  and  Supporting  Technology. — The  gen- 
eral research  and  development  work  for  todays'  commercial  nuclear 
reactors  were  completed  several  years  ago,  but  we  must  continue  to 
fund  safety-related  efforts  in  order  to  ensure  the  continuance  of  the 
excellent  safety  record  in  this  field.  An  additional  $3  million  has  re- 
cently been  requested  for  this  purpose  to  supplement  the  budget  in 
Fiscal  Year  1972. 

Advanced  Reactor  Concepts. — The  liquid  metal  fast  breeder  is  the 
priority  breeder  reactor  concept  under  development,  but  the  Atomic 
Energy  Commission  is  also  supporting  limited  alternate  reactor  pro- 
grams involving  gas  cooled  reactors,  molten  salt  reactors  arid  light 
water  breeders. 

Solar  Energy. — The  sun  offers  an  almost  unlimited  supply  of  en- 
ergy if  we  can  learn  to  use  it  economically.  The  National  Aeronau- 
tics and  Space  Administration  and  the  National  Science  Foundation 
are  currently  re-examining  their  efforts  in  this  area  and  we  expect  to 
give  greater  attention  to  solar  energy  in  the  future. 

The  key  to  meeting  our  twin  goals  of  supplying  adequate  energy 
and  protecting  the  environment  in  the  decades  ahead  will  be  a  bal- 
anced and  imaginative  research  and  development  program.  I  have 
therefore  asked  my  Science  Adviser,  with  the  cooperation  of  the 
Council  on  Environmental  Quality  and  the  interested  agencies,  to 
make  a  detailed  assessment  of  all  of  the  technological  opportunities 
in  this  area  and  to  recommend  additional  projects  which  should  re- 
ceive priority  attention. 

2.    MAKING    AVAILABLE    THE    ENERGY    RESOURCES    OF    FEDERAL    LANDS 

Over  half  our  Nation's  remaining  oil  and  gas  resources,  about 
40  percent  of  our  coal  and  uranium,  80  percent  of  our  oil  shale,  and 
some  60  percent  of  our  geothermal  energy  sources  are  now  located 
on  Federal  lands.  Programs  to  make  these  resource  available  to  meet 
the  growing  energy  requirements  of  the  Nation  are  therefore  essential 
if  shortages  are  to  be  averted.  Through  appropriate  leasing  programs, 
the  Government  should  be  able  to  recover  the  fair  market  value  of 
these  resources,  while  requiring  developers  to  comply  with  require- 
ments that  will  adequately  protect  the  environment. 

To  supplement  the  efforts  already  underway  to  develop  the  fuel 
resources  of  the  lower  48  States  and  Alaska, T  am  announcing  today 
the  following  new  programs : 

a.  Leasing  on  the  Outer  Continental  Shelf — An  Accelerated  Program 
The  Outer  Continental  Shelf  has  proved  to  be  a  prolific  source  of 
oil  and  gas,  but  it  has  also  been  the  source  of  troublesome  oil  spills 
in  recent  years.  Our  ability  to  tap  the  great  potential  of  offshore  areas 
has  been  seriously  hampered  by  these  environmental  problems. 

The  Department  of  the  Interior  has  significantly  strengthened  the 
environmental  protection  requirements  controlling  offshore  drilling 
and  we  will  continue  to  enforce  these  requirements  very  strictly.  As 
a  prerequisite  to  Federal  lease  sales,  environmental  assessments  will  be 
made  in  accordance  with  Section  102  of  the  National  Environmental 
Policy  Act  of  1969. 


Within  these  clear  limits,  we  will  accelerate  our  efforts  to  utilize 
this  rich  source  of  fuel.  In  order  to  expand  productive  possibilities  as 
rapidly  as  possible,  the  accelerated  program  should  include  the  sale 
of  new  leases  not  only  in  the  highly  productive  Gulf  of  Mexico,  but 
also  some  other  promising  areas.  I  am  therefore  directing  the  Secre- 
tary of  the  Interior  to  increase  the  oiferings  of  oil  and  gas  leases  and 
to  publish  a  schedule  for  lease  offerings  on  the  Outer  Continental  Shelf 
during  the  next  five  years,  beginning  with  a  general  lease  sale  and  a 
drainage  sale  this  year. 
b.  OH  Slude — A  Program  for  Orderly  Development 

At  a  time  when  we  are  facing  possible  energy  shortages,  it  is  reas- 
suring to  know  that  there  exists  in  the  United  States  an  untapped 
shale  oil  resource  containing  some  600  billion  barrels  in  high  grade 
deposits.  At  current  consumption  rates,  this  resource  represents  150 
years  supply.  About  80  billion  barrels  of  this  shale  oil  are  particularly 
rich  and  well  situated  for  early  development.  This  huge  resource  of 
very  low  sulfur  oil  is  located  in  the  "Rocky  Mountain  area,  primarily 
on  Federal  land. 

At  present  there  is  no  commercial  production  of  shale  oil.  A  mixture 
of  problems — environmental,  technical  and  economic— have  combined 
to  thwart  past  eiforts  at  development. 

I  believe  the  time  has  come  to  begin  the  orderly  formulation  of  a 
shale  oil  policy — not  by  any  head-long  rush  toward  development  but 
rather  by  a  well  considered  program  in  which  both  environmental 
protection  and  the  recovery  of  a  fair  return  to  the  Government  are 
cardinal  principles  under  which  any  leasing  takes  place.  I  am  there- 
fore requesting  the  Secretary  of  the  Interior  to  expedite  the  develop- 
ment of  an  oil  shale  leasing  program  including  the  preparation  of  an 
environmental  impact  statement.  If  after  reviewing  this  statement  and 
comments  he  finds  that  environmental  concerns  can  be  satisfied,  he 
shall  then  proceed  with  the  detailed  planning.  This  work  would  also 
involve  the  States  of  Wyoming,  Colorado  and  Utah  and  the  first  test 
lease  would  be  scheduled  for  next  year. 

c.  Geothertnal  Energy 

There  is  a  vast  quantity  of  heat  stored  in  the  earth  itself.  Where 
this  energy  source  is  close  to  the  surface,  as  it  is  in  the  Western  States, 
it  can  readily  be  tapped  to  generate  electricity,  to  heat  homes,  and 
to  meet  other  energy  requirements.  Again,  this  resource  is  located  pri- 
marily on  Federal  lands. 

Legislation  enacted  in  recent  months  permits  the  Federal  govern- 
ment, for  the  first  time,  to  prepare  for  a  leasing  program  in  the  field 
of  geothermal  energy.  Classification  of  the  lands  involved  is  already 
underway  in  the  Department  of  the .  Interior.  I  am  requesting  the 
Secretary  of  the  Interior  to  expedite  a  final  decision  on  whether  the 
first  competitive  lease  sale  should  be  scheduled  for  this  fall — taking 
into  account,  of  course,  his  evaluation  of  the  environmental  impact 
statement. 

3.    NATURAL  GAS  SUPPLY 

For  the  past  25  years,  natural  gas  has  supplied  much  of  the  increase 
in  the  energy  supply  of  the  United  States.  Now  this  relatively  clean 
form  of  energy  is  in  even  greater  demand  to  help  satisfy  air  quality 
standards.  Our  present  supply  of  natural  gas  is  limited,  however,  and 
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we  are  beginning  to  face  shortages  which  could  intensify  as  we  move 
to  implement  the  air  quality  standards.  Additional  supplies  of  gas  will 
therefore  be  one  of  our  most  urgent  energy  needs  in  the  next  few  years. 
Federal  efforts  to  augment  the  available  supplies  of  natural  gas 
include : 

— Accelerated  leasing  on  Federal  lands  to  speed  discovery  and  de- 
velopment of  new  natural  gas  fields. 
— Moving  ahead  with  a  demonstration  project  to  gasify  coal. 
— Recent  actions   by  the  Federal   Power  Commission   providing 
greater  incentives  for  industry  to  increase  its  search  for  new 
sources  of  natural  gas  and  to  commit  its  discoveries  to  the  inter- 
state market. 
— Facilitating  imports  of  both  natural  and   liquefied   gas   from 

Canada  and  from  other  nations. 
— Progress  in  nuclear  stimulation  experiments  which  seek  to  pro- 
duce natural  gas  from  tight  geologic  formations  which  cannot 
presently  be  utilized  in  ways  which  are  economically  and  environ- 
mentally acceptable. 
This  administration  is  keenly  aware  of  the  need  to  take  every  rea- 
sonable action  to  enlarge  the  supply  of  clean  gaseous  fuels.  We  intend 
to  take  such  action  and  we  expect  to  get  good  results. 

4.   IMPORTS  FROM  CANADA 

Over  the  years,  the  United  States  and  Canada  have  steadily  in- 
creased their  trade  in  energy.  The  United  States  exports  some  coal 
to  Canada,  but  the  major  items  of  trade  are  oil  and  gas  which  are 
surplus  to  Canadian  needs  but  which  find  a  readv  market  in  the  United 
States. 

The  time  has  come  to  develop  further  this  mutually  advantageous 
trading  relationship.  The  United  States  is  therefore  prepared  to  move 
promptly  to  permit  Canadian  crude  oil  to  enter  this  country,  free  of 
any  quantitative  restraints,  upon  agreement  as  to  measures  needed 
to  prevent  citizens  of  both  our  countries  from  being  subjected  to  oil 
shortages,  or  threats  of  shortages.  We  are  ready  to  proceed  with  nego- 
tiations and  we  look  to  an  early  conclusion. 

5.   TIMELY   SUPPLIES   OF   NUCLEAR   FUELS 

The  Nation's  nuclear  fuel  supply  is  in  a  state  of  transition.  Military 
needs  are  now  relatively  small  but  cvilian  needs  are  growing  rapidly 
and  will  be  our  dominant  need  for  nuclear  fuel  in  the  future.  With 
the  exception  of  uranium  enrichment,  the  nuclear  energy  industry  is 
now  in  private  hands. 

T  expect  that  private  enterprise  will  eventually  assume  the  responsi- 
bility for  uranium  enrichment  as  well,  but  in  the  meantime  the  Gov- 
ernment must  carry  out  its  responsibility  to  ensure  that  our  enrich- 
ment capacity  expands  at  a  rate  consistent  with  expected  demands. 

There  is  currently  no  shortage  of  enriched  uranium  or  enriching 
capacity.  In  fact,  the  Atomic  Energy  Commission  has  substantial 
stocks  of  enriched  uranium  which  have  already  been  produced  for 
later  use.  However,  plant  expansions  are  required  so  that  we  can 
meet  the  growing  demands  for  nuclear  fuel  in  the  late  1970s — both  in 
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the  United  Suites  and  in  other  nations  for  which  this  country  is  now 

t\\c  principal  supplier. 

The  most  economical  means  presently  available  for  expanding  our 
capacity  in  this  field  appears  to  be  the  modernization  of  exist  inn  gas- 
eous diffusion  plants  at  Oak  Ridge,  Tennessee;  Portsmouth.  Ohio; 
and  Paducah,  Kentucky — through  a  Cascade  Improvement  Program. 
This  program  will  take  a  number  of  years  to  complete  and  we  there- 
fore believe  that  it  is  prudent  to  initiate  the  program  at  this  time 
rather  than  rim  the  risk  of  shortages  at  a  later  date.  I  am  therefore 
releasing  $16  million  to  start  the  Cascade  Improvement  Program  in 
Fiscal  Year  1972.  The  pace  of  the  improvement  program  will  be  tai- 
lored to  fit  the  demands  for  enriched  uranium  in  the  I  nited  States  and 
in  other  countries. 

6.  rSIXG  OUR  ENERGY  MORE  WISELY 

We  need  new  sources  of  energy  in  this  country,  but  we  also  need  to 
use  existing  energy  as  efficiently  as  possible.  I  believe  we  can  achieve 
the  ends  we  desire — homes  warm  in  winter  and  cool  in  summer,  rapid 
transportation,  plentiful  energy  for  industrial  production  and  home 
appliances — and  still  place  less  of  a  strain  on  our  overtaxed  resources. 

Historically,  we  have  converted  fuels  into  electricity  and  have  used 
other  sources  of  energy  with  ever  increasing  efficiency.  Recent  data 
suggest,  however,  that  this  trend  may  be  reversing — thus  adding  to  the 
drain  on  available  resources.  We  must  get  back  on  the  road  of  increas- 
ing efficiency — both  at  the  point  of  production  and  at  the  point  of 
consumption,  where  the  consumer  himself  can  do  a  great  deal  to 
achieve  considerable  savings  in  his  energy  bills. 

We  believe  that  part  of  the  an>wer  lies  in  pricing  energy  on  the 
basis  of  its  full  costs  to  society.  One  reason  we  use  energy  so  lavishly 
today  is  that  the  price  of  energy  does  not  include  all  of  the  social  costs 
of  producing  it.  The  costs  incurred  in  protecting  the  environment  and 
the  health  and  safety  of  workers,  for  example,  are  part  of  the  real 
cost  of  producing  energy — but  they  are  not  now  all  included  in  the 
price  of  the  product.  If  they  were  added  to  that  price,  we  could  expect 
that  some  of  the  waste  in  the  nse  of  energy  would  be  eliminated.  At 
the  same  time,  bv  expanding  clean  fuel  supplies,  we  will  be  working 
to  keep  the  overall  cost  of  energy  as  low  as  possible. 

It  is  also  important  that  the  individual  consumer  be  fully  aware  of 
what  his  energy  will  cost  if  he  buys  a  particular  home  or  appliance. 
The  efficiency  of  home  heating  or  coolinir  systems  and  of  other  energy 
intensive  equipment  are  determined  by  builders  and  manufacturers 
who  may  be  concerned  more  with  the  initial  cost  of  the  equipment 
than  with  the  operating  costs  which  will  come  afterward.  For  exam- 
ple, better  thermal  insulation  in  a  home  or  office  building  may  save 
the  consumer  large  sums  in  the  long  run — and  conserve  energy  as 
well — but  for  the  builder  it  merely  represents  an  added  expense. 

To  help  meet  one  manifestation  of  this  problem.  I  am  directing  the 
Secretary  of  Housing  and  Urban  Development  to  i>sue  revised  stand- 
ards for  insulation  applied  in  new  federally  insured  homes.  The 
Federal  Housing  Administration  standards  will  require  sufficient  in- 
sulation to  reduce  the  maximum  permissible  heat  loss  by  about  one- 
third  for  a  typical  1200  square  foot  home — and  by  even  more  for 
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larger  homes.  It  is  estimated  that  the  fuel  savings  which  will  result 
each  year  from  the  application  of  these  new  standards  will,  in  an. 
average  climate,  equal  the  cost  of  the  additional  insulation  required- 
While  the  Federal  Government  can  take  some  actions  to  conserve- 
energy  through  such  regulations,  the  consumer  who  seeks  the  most 
for  his  energy  dollar  in  the  marketplace  is  the  one  who  can  have  the 
most  profound  influence.  I  am  therefore  asking  my  Special  Assistant 
for  Consumer  Affairs — in  cooperation  with  industry  and  appropriate 
Government  agencies — to  gather  and  publish  additional  information 
in  this  field  to  help  consumers  focus  on  the  operating  costs  as  well  as 
the  initial  cost  of  energy  intensive  equipment. 

In  addition,  I  would  note  that  the  Joint  Board  on  Fuel  Supply  and 
Fuel  Transport  chaired  by  the  Director  of  the  Office  of  Emergency 
Preparedness  is  developing  energy  conservation  measures  for  indus- 
try, government,  and  the  general  public  to  help  reduce  energy  use  in 
times  of  particular  shortage  and  during  pollution  crisis. 

7.    POWER  PLANT   SITING 

If  w7e  are  to  meet  growing  demands  for  electricity  in  the  years  ahead,. 
we  cannot  ignore  the  need  for  many  new  power  plants.  These  plants 
and  their  associated  transmission  lines  must  be  located  and  built  so  as 
to  avoid  major  damage  to  the  environment,  but  they  must  also  be  com- 
pleted on  time  so  as  to  avoid  power  shortages.  These  demands  are  diffi- 
cult to  reconcile — and  often  they  are  not  reconciled  well.  In  my  judg- 
ment the  lesson  of  the  recent  power  shortages  and  of  the  continuing 
disputes  over  power  pant  siting  and  transmission  line  routes  is  that  the 
existing  institutions  for  making  decisions  in  this  area  are  not  adequate 
for  the  job.  In  my  Special  Message  to  the  Congress  on  the  Environ- 
ment last  February,  I  proposed  legislation  which  would  help  to  allevi- 
ate these  problems  through  longer  range  planning  by  the  utilities  and 
through  the  establishment  of  State  or  regional  agencies  to  license  new 
bulk  power  facilities  prior  to  their  construction. 

Hearings  are  now  being  held  by  the  Interstate  and  Foreign  Com- 
merce Committee  of  the  House  of  Representatives  concerning  these 
proposals  and  other  measures  which  would  provide  an  open  planning- 
and  decision-making  capacity  for  dealing  with  these  matters.  Under 
the  administration  bill,  long-range  expansion  plans  would  be  pre- 
sented by  the  utilities  ten  years  before  construction  was  scheduled  to 
begin,  individual  alternative  power  plants  sites  would  be  identified  five 
years  ahead,  and  detailed  design  and  location  of  specific  plants  and 
transmission  lines  would  be  considered  two  years  in  advance  of  con- 
struction. Public  hearings  would  be  held  far  enough  ahead  of  con- 
struction so  that  they  could  influence  the  siting  decision,  helping  to 
avoid  environmental  problems  without  causing  undue  construction  de- 
lays. I  urge  the  Congress  to  take  prompt  and  favorable  action  on  this 
important  legislative  proposal.  At  the  same  time  steps  will  be  taken 
to  ensure  that  Federal  licenses  and  permits  are  handled  as  expedi- 
tiously as  possible. 

8.  THE  ROLE  OF  THE  SULFUR  OXIDES  EMISSIONS  CHARGE 

In  my  environmental  message  last  February  I  also  proposed  the 
establishment  of  a   sulfur  oxides  emissions  charge.   The  emissions 
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charge  would  have  the  effect  of  building  the  cost  of  sulfur  oxide  pollu- 
tion into  the  price  of  energy.  It  would  also  provide  a  strong  economic 
incentive  for  achieving  the  necessary  performance  to  meet  sulfur 
oxide  standards. 

The  funds  generated  by  the  emissions  charge  would  be  used  by  the 
Federal  Government  to  expand  its  programs  to  improve  environmen- 
tal quality,  with  special  emphasis  on  the  development  of  adequate  sup- 
plies of  clean  energy. 

9.  GOVERNMENT  REORGANIZATION AN  ENERGY  ADMINISTRATION 

But  new  programs  alone  will  not  be  enough.  We  must  also  consider 
how  we  can  make  these  programs  do  what  we  intend  them  to  do.  One 
important  way  of  fostering  effective  performance  is  to  place  responsi- 
bility for  energy  questions  in  a  single  agency  which  can  execute  and 
modify  policies  in  a  comprehensive  and  unified  manner. 

The*  Nation  has  been  without  an  integrated  energy  policy  in  the 
past.  One  reason  for  this  situation  is  that  energy  responsibilities  are 
fragmented  among  several  agencies.  Often  authority  is  divided  accord- 
ing to  types  and  uses  of  energy.  Coal,  for  example,  is  handled  in  one 
place,  nuclear  energy  in  another — but  responsibility  for  considering 
the  impact  of  one  on  the  other  is  not  assigned  to  any  single  authority: 
Nor  is  there  any  single  agency  responsible  for  developing  new  energy 
sources  such  as  solar  energy  or  new  conversion  systems  such  as  the 
fuel  cell.  New  concerns — such  as  conserving  our  fossil  fuels  for  non- 
fuel  uses — cannot  receive  the  thorough  and  thoughtful  attention  they 
deserve  under  present  arrangements. 

The  reason  for  all  these  deficiencies  is  that  each  existing  program 
was  set  up  to  meet  a  specific  problem  of  the  past.  As  a  result,  our  pres- 
ent structure  is  not  equipped  to  handle  the  relationships  between  these 
problems  and  the  emergence  of  new  concerns. 

The  need  to  remedy  these  problems  becomes  more  pressing  every 
day.  For  example,  the  energy  industries  presently  account  for  some 
20  percent  of  our  investment  in  new  plant  and  equipment.  This  means 
that  inefficiencies  resulting  from  uncoordinated  government  programs 
can  be  very  costly  to  our  economy.  It  is  also  true  that  energy  sources 
are  becoming  increasingly  interchangeable.  Coal  can  be  converted  to 
gas,  for  example,  and  even  to  synthetic  crude  oil.  If  the  Government 
is  to  perform  adequately  in  the  energy  field,  then  it  must  act  through 
an  agency  which  has  sufficient  strength  and  breadth  of  responsibility. 

Accordingly,  I  have  proposed  that  all  of  our  important  Federal 
energy  resource  development  programs  be  consolidated  within  the  new 
Department  of  Natural  Resources. 

The  single  energy  authority  which  would  thus  be  created  would  be 
better  able  to  clarify,  express,  and  execute  Federal  energy  policy  than 
any  unit  in  our  present  structure.  The  establishment  of  this  new  entity 
would  provide  a  focal  point  where  energy  policy  in  the  executive 
branch  could  be  harmonized  and  rationalized. 

One  of  the  major  advantages  of  consolidating  energy  responsibilities 
would  be  the  broader  scope  and  greater  balance  this  would  give  to 
research  and  development  work  in  the  energy  field.  The  Atomic 
Energy  Commission,  for  instance,  has  been  successful  in  its  mission  of 
advancing  civilian  nuclear  power,  but  this  field  is  now  intimately  in- 
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terrelated  with  coal,  oil  and  gas,  and  Federal  electric  power  programs 
with  which  the  Atomic  Energy  Commission  now  has  very  little  to 
do.  We  believe  that  the  planning  and  funding  of  civilian  nuclear 
energy  activities  should  now  be  consolidated  with  other  energy  efforts 
in  an  agency  charged  with  the  mission  of  insuring  that  the  total  energy 
resources  of  the  nation  are  effectively  utilized.  The  Atomic  Energy 
Commission  would  still  remain  intact,  in  order  to  execute  the  nuclear 
programs  and  any  related  energy  research  which  may  be  appropriate 
as  part  of  the  overall  energy  program  of  the  Department  of  Natural 
Resources. 

Until  such  time  as  this  new  Department  comes  into  being,  I  will 
continue  to  look  to  the  Energy  Subcommittee  of  the  Domestic  Council 
for  leadership  in  analyzing  and  coordinating  overall  energy  policy 
questions  for  the  executive  branch. 

Conclusion 

The  program  I  have  set  forth  today  provides  tl*e  basic  ingredients 
for  a  new  effort  to  meet  our  clean  energy  needs  in  the  years  ahead. 

The  success  of  this  effort  will  require  the  cooperation  of  the  Congress 
and  of  the  State  and  local  governments.  It  will  also  depend  on  the 
willingness  of  industry  to  meet  its  responsibilities  in  serving  customers 
and  in  making  necessary  capital  investments  to  meet  anticipated 
growth.  Consumers,  too,  will  have  a  key  role  to  play  as  they  learn  to 
conserve  energy  and  as  they  come  to  understand  that  the  cost  of  en- 
vironmental protection  must,  to  a  major  extent,  be  reflected  in  con- 
sumer prices. 

I  am  confident  that  the  various  elements  of  our  society  will  be  able 
to  work  together  to  meet  our  clean  energy  needs.  And  I  am  confident 
that  we  can  therefore  continue  to  know  the  blessings  of  both  a  high- 
energy  civilization  and  a  beautiful  and  healthy  environment. 

Richard  Nixon. 

The  White  House,  Jime  b,  1971. 


MESSAGE  TO  THE  CONGRESS 


April  18,  1973 


To  the  Congress  of  the  United  States  : 

At  home  and  abroad,  America  is  in  a  time  of  transition.  Old  prob- 
lems are  yielding  to  new  initiatives,  but  in  their  place  new  problems  are 
arising  which  once  again  challenge  our  ingenuity  and  require  vigorous 
action.  Nowhere  is  this  more  clearly  true  than  in  the  field  of  energy. 

As  America  has  become  more  prosperous  and  more  heavily  indus- 
trialized, our  demands  for  energy  have  soared.  Today,  with  6  percent 
of  the  world's  population,  we  consume  almost  a  third  of  all  the  energy 
used  in  the  world.  Our  energy  demands  have  grown  so  rapidly  that 
they  now  outstrip  our  available  supplies,  and  at  our  present  rate  of 
growth,  our  energy  needs  a  dozen  years  from  now  will  be  nearly  double 
what  they  were  in  1970. 

In  the  years  immediately  ahead,  we  must  face  up  to  the  possibility 
of  occasional  energy  shortages  and  some  increase  in  energy  prices. 

Clearly,  we  are  facing  a  vitally  important  energy  challenge.  If 
present  trends  continue  unchecked,  we  could  face  a  genuine  energy 
crisis.  But  that  crisis  can  and  should  be  averted,  for  we  have  the 
capacity  and  the  resources  to  meet  our  energy  needs  if  only  wre  take 
the  proper  steps — and  take  them  now. 

More  than  half  the  world's  total  reserves  of  coal  are  located  within 
the  United  States.  This  resource  alone  would  be  enough  the  provide 
for  our  energy  needs  for  well  over  a  century.  We  have  potential 
resources  of  billions  of  barrels  of  recoverable  oil,  similar  quantities 
of  shale  oil  and  more  than  2,000  trillion  cubic  feet  of  natural  gas. 
Properly  managed,  and  with  more  attention  on  the  part  of  consumers 
to  the  conservation  of  energy,  these  supplies  can  last  for  as  long  as 
our  economy  depends  on  conventional  fuels. 

In  addition  to  natural  fuels,  we  can  draw  upon  hydroelectric  plants 
and  increasing  numbers  of  nuclear  powered  facilities.  Moreover, 
long  before  our  present  energy  sources  are  exhausted,  America's  vast 
capabilities  in  research  and  development  can  provide  us  with  new, 
clean  and  virtually  unlimited  sources  of  power. 

Thus  we  should  not  be  misled  into  pessimistic  predictions  of  an 
energy  disaster.  But  neither  should  we  be  lulled  into  a  false  sense 
of  security.  We  must  examine  our  circumstances  realistically,  care- 
fully weigh  the  alternatives — and  then  move  forward  decisively. 

Weighing  the  Alternatives 

Over  90  percent  of  the  energy  we  consume  today  in  the  United  States 
comes  from  three  sources:  natural  gas,  coal  and  petroleum.  Each 
source  presents  us  with  a  different  set  of  problems. 

(13) 
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Natural  gas  is  our  cleanest  fuel  and  is  most  preferred  in  order  to 
protect  our  environment,  but  ill-considered  regulations  of  natural  gas 
prices  by  the  Federal  Government  have  produced  a  serious  and  increas- 
ing scarcity  of  this  fuel. 

We  have  vast  quantities  of  coal,  but  the  extraction  and  use  of  coal 
have  presented  such  persistent  environmental  problems  that,  today, 
less  than  20  percent  of  our  energy  needs  are  met  by  coal  and  the 
health  of  the  entire  coal  industry  is  seriously  threatened. 

Our  third  conventional  resource  is  oil,  but  domestic  production  of 
available  oil  is  no  longer  able  to  keep  pace  with  demands. 

In  determining  how  we  should  expand  and  develop  these  resources, 
along  with  others  such  as  nuclear  power,  we  must  take  into  account 
not  only  our  economic  goals,  but  also  our  environmental  goals  and 
our  national  security  goals.  Each  of  these  areas  is  profoundly  affected 
by  our  decisions  concerning  energy. 

If  we  are  to  maintain  the  vigor  of  our  economy,  the  health  of  our 
environment,  and  the  security  of  our  energy  resources,  it  is  essential 
that  we  strike  the  right  balance  among  these  priorities. 

The  choices  are  difficult,  but  wTe  cannot  refuse  to  act  because  of  this. 
We  cannot  stand  still  simply  because  it  is  difficult  to  go  forward. 
That  is  the  one  choice  Americans  must  never  make. 

The  energy  challenge  is  one  of  the  great  opportunities  of  our  time. 
We  have  already  begun  to  meet  that  challenge,  and  realize  its 
opportunities. 

National  Energy  Policy 

In  1971,  I  sent  to  the  Congress  the  first  message  on  energy  policies 
ever  submitted  by  an  American  President.  In  that  message  I  proposed 
a  number  of  specific  steps  to  meet  our  projected  needs  by  increasing  our 
supply  of  clean  energy  in  America. 

Those  steps  included  expanded  research  and  development  to  obtain 
more  clean  energy,  increased  availability  of  energy  resources  located 
on  Federal  lands,  increased  efforts  in  the  development  of  nuclear 
power,  and  a  new  Federal  organization  to  plan  and  manage  our 
energy  programs. 

In  the  twenty-two  months  since  I  submitted  that  message,  America's 
energy  research  and  development  efforts  have  been  expanded  by  50 
percent. 

In  order  to  increase  domestic  production  of  conventional  fuels,  sales 
of  oil  and  gas  leases  on  the  Outer  Continental  Shelf  have  been  in- 
creased. Federal  and  State  standards  to  protect  the  marine  environ- 
ment in  which  these  leases  are  located  are  being  tightened.  We  have 
developed  a  more  rigorous  surveillance  capability  and  an  improved 
ability  to  prevent  and  clean  up  oil  spills. 

We  are  planning  to  proceed  with  the  development  of  oil  shale  and 
geothermal  energy  sources  on  Federal  lands,  so  long  as  an  evaluation 
now  underway  shows  that  our  environment  can  be  adequately 
protected. 

We  have  also  taken  new  steps  to  expand  our  uranium  enrichment 
capacity  for  the  production  of  fuels  for  nuclear  power  plants,  to 
standardize  nuclear  power  plant  designs,  and  to  ensure  the  continua- 
tion of  an  already  enviable  saf  etv  record. 

We  have  issued  new  standards  and  guidelines,  and  have  taken  other 
actions  to  increase  and  encourage  better  conservation  of  energy. 
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In  short,  we  have  made  a  strong  beginning  in  our  effort  to  ensure 
that  America  will  always  have  the  power  needed  to  fuel  its  prosperity. 
But  what  we  have  accomplished  is  only  a  beginning. 

Now  we  must  build  on  our  increased  knowledge,  and  on  the  accom- 
plishments of  the  past  twenty-two  months,  to  develop  a  more  compre- 
hensive, integrated  national  energy  policy.  To  carry  out  this  policy 
we  must: 
— increase  domestic  production  of  all  forms  of  energy; 
— act  to  conserve  energy  more  effectively; 

— strive  to  meet  our  energy  needs  at  the  lowest  cost  consistent  with 
the  protection  of  both  our  national  security  and  our  natural 
environment : 
— reduce  excessive  regulatory  and  administrative  impediments 
which  have  delayed  or  prevented  construction  of  energy-produc- 
ing facilities; 
— act  in  concert  with  other  nations  to  conduct  research  in  the  energy 

field  and  to  find  ways  to  prevent  serious  shortages;  and 
— apply  our  vast  scientific  and  technological  capacities — both  public 
and  private — so  we  can  utilize  our  current  energy  resources  more 
wisely  and  develop  new  sources  and  new  forms  of  energy. 
The  actions  I  am  announcing  today  and  the  proposals  I  am  sub- 
mitting to  the  Congress  are  designed  to  achieve  these  objectives.  They 
reflect  the  fact  that  we  are  in  a  period  of  transition,  in  which  we  must 
work  to  avoid  or  at  least  minimize  short-term  supply  shortages,  while 
we  act  to  expand  and  develop  our  domestic  supplies  in  order  to  meet 
long-term  energy  needs. 

We  should  not  suppose  this  transition  period  will  be  easy.  The  task 
ahead  will  require  the  concerted  and  cooperative  efforts  of  consumers, 
industry,  and  government. 

Developing  Our  Domestic  Energy  Resources 

The  effort  to  increase  domestic  energy  production  in  a  manner  con- 
sistent with  our  economic,  environmental  and  security  interests  should 
focus  on  the  following  areas :  ' 

Natural  Gas 

Natural  gas  is  America's  premium  fuel.  It  is  clean-burning  and  thus 
lias  the  least  detrimental  effect  on  our  environment. 

Since  1966,  our  consumption  of  natural  gas  has  increased  by  over 
one-third,  so  that  today  natural  gas  comprises  32  percent  of  the  total 
■energy  we  consume  from  all  sources.  During  this  same  period,  our 
proven  and  available  reserves  of  natural  gas  have  decreased  by  a  fifth. 
Unless  we  act  responsibly,  we  will  soon  encounter  increasing  short- 
ages oi  this  vital  fuel. 

Yet  the  problem  of  shortages  results  less  from  inadequate  resources 
than  from  ill-conceived  regulation.  Natural  gas  is  the  fuel  most  heavily 
regulated  by  the  Federal  Government — through  the  Federal  Power 
Commission.  Not  only  are  the  operations  of  interstate  natural  gas  pipe- 
lines regulated,  as  was  originally  and  properly  intended  by  the  Con- 
gress, but  the  price  of  the  natural  gas  supplied  to  these  pipelines  by 
thousands  of  independent  producers  has  also  been  regulated. 

For  more  than  a  decade  the  prices  of  natural  gas  supplied  to  pipe- 
lines under  this  extended  regulation  have  been  kept  artificially  low. 
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As  a  result,  demand  has  been  artificially  stimulated,  but  the  explora- 
tion and  development  required  to  provide  new  supplies  to  satisfy  this 
increasing  demand  have  been  allowed  to  wither.  This  form  of  govern- 
ment regulation  has  contributed  heavily  to  the  shortages  we  have  ex- 
perienced, and  to  the  greater  scarcity  we  now  anticipate. 

As  a  result  of  its  low  regulated  price,  more  than  50  percent  of  our 
natural  gas  is  consumed  by  industrial  users  and  utilities,  many  of 
which  might  otherwise  be  using  coal  or  oil.  While  homeowners  are 
being  forced  to  turn  away  from  natural  gas  and  toward  more  expensive 
fuels,  unnecessarily  large  quantities  of  natural  gas  are  being  used  bv 
industry. 

Furthermore,  because  prices  within  producing  States  are  often  high- 
er than  the  interstate  prices  established  by  the  Federal  Power  Com- 
mission, most  newly  discovered  and  newly  produced  natural  gas  does 
not  enter  interstate  pipelines.  Potential  consumers  in  non-producing 
States  thus  suffer  the  worst  shortages.  While  the  Federal  Power  Com- 
mission has  tried  to  alleviate  these  problems,  the  regulatory  frame- 
work and  attendant  judicial  constraints  inhibit  the  ability  of  the  Com- 
mission to  respond  adequately. 

It  is  clear  that  the  price  paid  to  producers  for  natural  gas  in  inter- 
state trade  must  increase  if  there  is  to  be  the  needed  incentive  for  in- 
creasing supply  and  reducing  inefficient  usage.  Some  have  suggested 
additional  regulation  to  provide  new  incentives^  but  we  have  already 
seen  the  pitfalls  in  this  approach.  We  must  regulate  less,  not  more. 
At  the  same  time,  we  cannot  remove  all  natural  gas  regulations  with- 
out greatly  inflating  the  price  of  gas  currently  in  production  and  gen- 
erating windfall  profits. 

To  resolve  this  issue,  I  am  proposing  that  gas  from  new  wells,  gas 
newly-dedicated  to  interstate  markets,  and  the  continuing  production 
of  natural  gas  from  expired  contracts  should  no  longer  be  subject  to 
price  regulation  at  the  wellhead.  Enactment  of  this  legislation  should 
stimulate  new  exploration  and  development.  At  the  same  time,  because 
increased  prices  on  new  unregulated  gas  would  be  averaged  in  with 
the  prices  for  gas  that  is  still  regulated,  the  consumer  should  be  pro- 
tected against  precipitous  cost  increases. 

To  add  further  consumer  protection  against  unjustified  price  in- 
creases, I  propose  that  the  Secretary  of  the  Interior  be  given  author- 
ity to  impose  a  ceiling  on  the  price  of  new  natural  gas  when  circum- 
stances warrant.  Before  exercising  this  power,  the  Secretary  would 
consider  the  cost  of  alternative  domestic  fuels,  taking  into  account 
the  superiority  of  natural  gas  from  an  environmental  standpoint.  He 
would  also  consider  the  importance  of  encouraging  production  and 
more  efficient  use  of  natural  gas. 

Outer  Continental  Shelf 

Approximately  half  of  the  oil  and  gas  resources  in  this  country 
are  located  on  public  lands,  primarily  on  the  Outer  Continental  Shelf 
(OCS).  The  speed  at  which  we  can  increase  our  domestic  energy  pro- 
duction will  depend  in  large  measure  on  how  rapidly  these  resources 
can  be  developed. 

Since  1954,  the  Department  of  the  Interior  has  leased  to  private 
developers  almost  8  million  acres  on  the  Outer  Continental  Shelf. 
But  this  is  only  a  small  percentage  of  these  potentially  productive 
areas.  At  a  time  when  we  are  being  forced  to  obtain  almost  30  percent 
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of  our  oil  from   foreign  sources,  this  level  of  development   is  not 

adequate.  '        i        .  * 

I  am  therefore  directing  the  Secretary  of  the  Interior  to  take  steps 
which  would  triple  the  annual  acreage  leased  an  the  Outer  Continen- 
tal Shelf  by  1979,  beginning  with  expanded  sales  in  1974  in  the  Gulf 
of  Mexico 'and  including  areas  beyond  200  meters  in  depth  under 
conditions  consistent  with  my  oceans  policy  statement  of  May,  1970. 
By  1985,  this  accelerated  leasing  rate  could  increase  annual  energy 
production  by  an  estimated  1.5  billion  barrels  of  oil  (approximately 
16  percent  of  our  projected  oil  requirements  in  that  year),  and  5 
trillion  cubic  feet  of  natural  gas  (approximately  20  percent  of  ex- 
pected demand  for  natural  gas  that  year) . 

In  the  past,  a  central  concern  in  bringing  these  particular  resources 
into  production  has  been  the  threat  of  environmental  damage.  Today, 
new  techniques,  new  regulations  and  standards,  and  new  surveillance 
capabilities  enable  us  to  reduce  and  control  environmental  dangers 
substantially.  We  should  now  take  advantage  of  this  progress.  The 
resources  under  the  Shelf,  and  on  all  our  public  lands,  belong  to  all 
Americans,  and  the  critical  needs  of  all  Americans  for  new  energy 
supplies  require  that  we  develop  them. 

If  at  anv  time  it  is  determined  that  exploration  and  development 
of  a  specific  shelf  area  can  only  proceed  with  inadequate  protection 
of  the  environment,  we  will  not  commence  or  continue  operations. 
This  policy  was  reflected  in  the  suspension  of  35  leases  in  the  Santa 
Barbara  Channel  in  1971.  We  are  continuing  the  Santa  Barbara  sus- 
pensions, and  I  again  request  that  the  Congress  pass  legislation  that 
would  provide  for  appropriate  settlement  for  those  who  are  forced 
to  relinquish  their  leases  in  the  area. 

At  the  same  time,  I  am  directing  the  Secretary  of  the  Interior  to 
proceed  with  leasing  the  Outer  Continental  Shelf  beyond  the  Chan- 
nel Islands  of  California  if  the  reviews  now  underway  show  that  the 
environmental  risks  are  acceptable. 

I  am  also  asking  the  Chairman  of  the  Council  on  Environmental 
Quality  to  work  with  the  Environmental  Protection  Agency,  in  con- 
sultation with  the  National  Academy  of  Sciences  and  appropriate 
Federal  agencies,  to  study  the  environmental  impact  of  oil  and  gas 
production  on  the  Atlantic  Outer  Continental  Shelf  and  in  the  Gulf 
of  Alaska.  No  drilling  will  be  undertaken  in  these  areas  until  its  en- 
vironmental impact  is  determined.  Governors,,  legislators  and  citizens 
of  these  areas  will  be  consulted  in  the  process. 

Finally,  I  am  asking  the  Secretary  of  the  Interior  to  develop  a  long- 
term  leasing  program  for  all  energy  resources  on  public  lands,  based 
on  a  thorough  analysis  of  the  Nations  energy,  environmental,  and 
economic  objectives. 

A  laskan  Pipeline 

Another  important  source  of  domestic  oil  exists  on  the  North  Slope 
of  Alaska.  Although  private  industry  stands  ready  to  develop  these 
reserves  and  the  Federal  Government  has  spent  large  sums  on  environ- 
mental analyses,  this  project  is  still  being  delayed.  This  delay  is  not 
related  to  any  adverse  judicial  findings  concerning  environmental  im- 
pact, but  rather  to  an  outmoded  legal  restriction  regarding  the  width 
of  the  right  of  way  for  the  proposed  pipeline. 
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At  a  time  when  we  are  importing  growing  quantities  of  oil  at  great 
detriment  to  our  balance  of  payments,  and  at  a  time  when  we  are  also 
experiencing  significant  oil  shortages,  we  clearly  need  the  two  million 
barrels  a  day  which  the  North  Slope  could  provide — a  supply  equal  to 
fully  one-third  of  our  present  import  levels. 

In  recent  weeks  I  have  proposed  legislation  to  the  Congress  which 
would  remove  the  present  restriction  on  the  pipeline.  I  appeal  to  the 
Congress  to  act  swiftly  on  this  matter  so  that  we  can  begin  construc- 
tion of  the  pipeline  with  all  possible  speed. 

I  oppose  any  further  delay  in  order  to  restudy  the  advisability  of 
building  the  pipeline  through  Canada.  Our  interest  in  rapidly  increas- 
ing our  supply  of  oil  is  best  served  by  an  Alaskan  pipeline.  It  could  be 
completed  much  more  quickly  than  a  Canadian  pipeline;  its  entire 
capacity  would  be  used  to  carry  domesticallv  owned  oil  to  American 
markets  where  it  is  needed;  and  construction  of  an  Alaskan  pipe- 
line would  create  a  significant  number  of  American  jobs  both  in  Alaska 
and  in  the  maritime  industry. 

Shale  OH 

Recoverable  deposits  of  shale  oil  in  the  continental  United  States 
are  estimated  at  some  600  billion  barrels,  80  billion  of  which  are  con- 
sidered easily  accessible. 

At  the  time  of  my  Energy  Message  of  1971,  I  requested  the  Secre- 
tary of  the  Interior  to  develop  an  oil  shale  leasing  program  on  a  pilot 
basis  and  to  provide  me  with  a  thorough  evaluation  of  the  environ- 
mental impact  of  such  a  program.  The  Secretary  has  prepared  this 
pilot  project  and  expects  to  have  a  final  environmental  impact  state- 
ment soon.  If  the  environmental  risks  are  acceptable,  we  will  pro- 
ceed with  the  program. 

To  date  there  has  been  no  commercial  production  of  shale  oil  in  the 
United  States.  Our  pilot  program  will  provide  us  with  valuable  ex- 
perience in  using  various  operational  techniques  and  acting  under 
various  environmental  conditions.  Under  the  proposed  program,  the 
costs  both  of  development  and  environmental  protection  would  be 
borne  by  the  private  lessee. 

Geothermal  Leases 

At  the  time  of  my  earlier  Energy  Message,  I  also  directed  the  De- 
partment of  the  Interior  to  prepare  a  leasing  program  for  the  develop- 
ment of  geothermal  energy  on  Federal  lands.  The  regulations  and  final 
environmental  analysis  for  such  a  program  should  be  completed  by  late 
spring  of  this  year. 

If  the  analysis  indicates  that  we  can  proceed  in  an  environmentally 
acceptable  manner,  I  expect  leasing  of  geothermal  fields  on  Federal 
lands  to  begin  soon  thereafter. 

The  use  of  geothermal  energy  could  be  of  significant  importance  to 
many  of  our  western  areas,  and  by  supplying  a  part  of  the  western 
energy  demand,  could  release  other  energy  resources  that  would  other- 
wise have  to  be  used.  Today,  for  instance,  power  from  the  Geysers 
geothermal  field  in  California  furnishes  about  one-third  of  the  elec- 
tric power  of  the  city  of  San  Francisco. 

New  technologies. in  locating  and  producing  geothermal  energy  are 
now  under  development.  During  the  coming  fiscal  year,,  the  National 
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Science  Foundation  and  the  Geological  Survey  will  intensify  their 
research  and  development  efforts  in  this  field. 

Coal 

Coal  is  our  most  abundant  and  least  costly  domestic  source  of  en- 
ergy. Nevertheless,  at  a  time  when  energy  shortages  loom  on  the  hori- 
zon, coal  provides  less  than  20  percent  of  our  energy  demands,  and 
there  is  serious  danger  that  its  use  will*  Be  reduced  even  further.  If 
this  reduction  occurs,  we  would  have  to  increase  our  oil  imports  rap- 
idly, with  all  the  trade  and  security  problems  this  would  entail. 

Production  of  coal  has  been  limited  not  only  by  competition  from 
natural  gas — a  competition  which  has  been  artificially  induced  by 
Federal  price  regulation — but  also  by  emerging  environmental  con- 
cerns and  mine  health  and  safety  requirements.  In  order  to  meet  en- 
vironmental standards,  utilities  have  shifted  to  natural  gas  and  im- 
ported low-sulphur  fuel  oil.  The  problem  is  compounded  by  the  fact 
that  some  low-sulphur  coal  resources  are  not  being  developed  because 
of  uncertainty  about  Federal  and  State  mining  regulations. 

I  urge  that  highest  national  priority  be  given  to  expanded  develop- 
ment and  utilization  of  our  coal  resources.  Present  and  potential  users 
who  are  able  to  choose  among  energy  sources  should  consider  the  na- 
tional interest  as  they  make  their  choice.  Each  decision  against  coal 
increases  petroleum  or  gas  consumption,  compromising  our  national 
self-sufficiency  and  raising  the  cost  of  meeting  our  energy  needs. 

In  my  State  of  the  Union  Message  on  Natural  Resources  and  the 
Environment  earlier  this  year,  I  called  for  strong  legislation  to  pro- 
tect the  environment  from  abuse  caused  by  mining.  I  now  repeat  that 
call.  Until  the  coal  industry  knows  the  mining  rules  under  which  it 
will  have  to  operate,  our  vast  reserves  of  low-sulphur  coal  will  not 
be  developed  as  rapidly  as  they  should  be  and  the  under-utilization 
of  such  coal  will  persist. 

The  Clean  Air  Act  of  1970,  as  amended,  requires  that  primary  air 
quality  standards — those  related  to  health— must  be  met  by  1975, 
while  more  stringent  secondary  standards — those  related  to  the  "gen- 
eral welfare" — must  be  met  within  a  reasonable  period.  The  States 
are  moving  very  effectively  to  meet  primary  standards  established  by 
the  Clean  Air  Act,  and  I  am  encouraged  by  their  efforts.     ... 

At  the  same  time,  our  concern  for  the  "general  welfare"  or  national 
interest  should  take  into  account  considerations  of  national  security 
and  economic  prosperity ,  as  well  as  our  environment. 

If  we  insisted  upon  meeting  both  primary  and  secondary  clean  air 
standards  by  1975,  we  could  prevent  the  use  of  up  to  155  million  tons 
of  coal  per  year.  This  would  force  an  increase  in  demand  for  oil  of 
1.6  million  barrels  per  day.  This  oil  would  have  to  be  imported,  with 
an  adverse  effect  on  our  balance  of  payments  of  some  $1.5  billion  or 
more  a  year.  Such  a  development  would  also  threaten  the  loss  of  an 
estimated  26,000  coal  mining  jobs. 

If,  on  the  other  hand,  we  carry  out  the  provisions  of  the  Clean  Air 
Act  in  a  judicious  manner,  carefully  meeting  the  primary,  health- 
related  standards,  but  not  moving  in  a  precipitous  way  toward  meet- 
ing the  secondary  standards,  then  we  should  be  able  to  use  virtually 
all  of  the  coal  which  would  otherwise  go  unused. 
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The  Environmental  Protection  Agency  has  indicated  that  the  rea- 
sonable time  allowed  by  the  Clean  Air  Act  for  meeting  secondary 
standards  could  extend  beyond  1975.  Last  year,  the  Administrator  of 
the  Environmental  Protection  Agency  sent  to  all  State  governors  a 
letter  explaining  that  during  the  current  period  of  shortages  in  low- 
sulphur  fuel,  the  States  should  not  require  the  burning  of  such  fuels 
except  where  necessary  to  meet  the  primary  standards  for  the  pro- 
tection of  health.  This  action  by  the  States  should  permit  the  desir- 
able substitution  of  coal  for  low-sulphur  fuel  in  many  instances.  I 
strongly  support  this  policy. 

Many  State  regulatory  commissions  permit  their  State  utilities  to 
pass  on  increased  fuel  costs  to  the  consumer  in  the  form  of  higher 
rates,  but  there  are  sometimes  lags  in  allowing  the  costs  of  environ- 
mental -control  equipment  to  be  passed  on  in  a  similar  way.  Such  lags 
discourage  the  use  of  environmental  control  technology  and  encourage 
the  use  of  low-sulphur  fuels,  most  of  which  are  imported. 

To  increase  the  incentive  for  using  new  environmental  technology, 
I  urge  all  State  utility  commissions  to  ensure  that  utilities  receive  a 
rapid  and  fair  return  on  pollution  control  equipment,  including  stack 
gas  cleaning  devices  and  coal  gasification  processes. 

As  an  additional  measure  to  increase  the  production  and  use  of  coal, 
I  am  directing  that  a  new  reporting  system  on  national  coal  produc- 
tion be  instituted  within  the  Department  of  the  Interior,  and  I  am 
asking  the  Federal  Power  Commission  for  regular  reports  on  the  use 
of  coal  by  utilities. 

I  am  also  stepping  up  our  spending  for  research  and  development 
in  coal,  with  special  emphasis  on  technology  for  sulphur  removal  and 
the  development  of  low-cost,  clean-burning  forms  of  coal. 

Nuclear  Energy 

Although  our  greatest  dependence  for  energy  until  now  has  been 
on  fossil  fuels  such  as  coal  and  oil,  we  must  not  and  we  need  not  con- 
tinue this  heavy  reliance  in  the  future.  The  major  alternative  to  fossil 
fuel  energy  for  the  remainder  of  this  century  is  nuclear  energy. 

Our  well-established  nuclear  technology  already  represents  an  in- 
dispensable source  of  energy  for  meeting  present  needs.  At  present 
there  are  30  nuclear  power  plants  in  operation  in  the  United  States ; 
of  the  new  electrical  generator  capacity  contracted  for  during  1972, 
70  percent  will  be  nuclear  powered.  By  1980,  the  amount  of  electricity 
generated  by  nuclear  reactors  will  be  equivalent  to  1.25  billion  barrels 
of  oil,  or  8  trillion  cubic  feet  of  gas.  It  is  estimated  that  nuclear  power 
will  provide  more  than  one-quarter  of  this  country's  electrical  produc- 
tion by  1985,  and  over  half  by  the  year  2000. 

Most  nuclear  power  plants  now  in  operation  utilize  light  water 
Teactors.  In  the  near  future,  some  will  use  high  temperature  gas-cooled 
reactors.  These  techniques  will  be  supplemented  during  the  next  dec- 
ade by  the  fast  breeder  reactors,  which  will  bring  about  a  30-fold  in- 
•crease  in  the  efficiency  with  which  we  utilize  our  domestic  uranium 
resources.  At  present,  development  of  the  liquid  metal  fast  breeder 
reactor  is  our  highest  priority  target  for  nuclear  research  and 
development. 

Nuclear  power  generation  has  an  extraordinary  safety  record.  There 
has  never  been  a  nuclear-related  fatality  in  our  civilian  atomic  energy 
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program.  We  intend  to  maintain  that  record  by  increasing  research 
and  development  in  reactor  safety. 

Tfoe  process  of  determining  the  safety  and  environmental  accepta- 
bility of  nuclear  power  plants  is  more  vigorous  and  more  open  to  pub- 
lic participation  than  for  any  comparable  industrial  enterprise.  Every 
effort  must  be  made  by  the  Government  and  industry  to  protect  public 
health  and  safety  and  to  provide  satisfactory  answers  to  those  with 
honest  concerns  about  this  source  of  power. 

At  the  same  time,  we  must  seek  to  avoid  unreasonable  delays  in 
developing  nuclear  power.  They  serve  only  to  impose  unnecessary 
costs  and  aggravate  our  energy  shortages.  It  is  discouraging  to  know 
that  nuclear  facilities  capable  of  generating  27.000  megawatts  of  elec- 
tric power  which  were  expected  to  be  operational  by  1972  were  not  com- 
pleted. To  replace  that  generating  capacity  we  would  have  to  use  the 
equivalent  of  one-third  of  the  natural  gas  the  country  used  for  generat- 
ing electricity  in  1972.  This  situation  must  not  continue. 

In  my  first  Energy  Special  Message  in  1971,  I  proposed  that  utili- 
ties prepare  and  publish  long-range  plans  for  the  siting  of  nuclear 
power  plants  and  transmission  lines.  This  legislation  would  provide  a 
Federal-State  framework  for  licensing  individual  plants  on  the  basis 
of  a  full  and  balanced  consideration  of  both  environmental  and  energy 
needs.  The  Congress  has  not  acted  on  that  proposal.  I  am  resubmitting 
that  legislation  this  year  with  a  number  of  new  provisions  to  simplify 
licensing,  including  one  to  require  that  the  Government  act  on  all 
completed  license  applications  within  18  months  after  they  are 
received. 

I  would  also  emphasize  that  the  private  sector's  role  in  future  nu- 
clear development  must  continue  to  grow.  The  Atomic  Energy  Com- 
mission is  presently  taking  steps  to  provide  greater  amounts  of  en- 
riched uranium  fuel  for  the  Nation's  nuclear  power  plants.  However, 
this  expansion  will  not  fully  meet  our  needs  in  the  1980's;  the  Gov- 
ernment now  looks  to  private  industry  to  provide  the  additional 
capa-city  that  will  be  required. 

Our  nuclear  technology  is  a  national  asset  of  inestimable  value.  It 
is  essential  that  we  press  forward  with  its  development. 

The  increasing  occur renoe  of  unnecessary  delays  in  the  development 
of  energy  facilities  must  be  ended  if  we  are  to  meet  our  energy  needs. 
To  be  sure,  reasonable  safeguards  must  be  vigorously  maintained  for 
protection  of  the  public  and  of  our  environment.  Full  public  participa- 
tion and  questioning  must  also  be  allowed  as  we  decide  where  new 
energy  facilities  are  to  be  built.  We  need  to  streamline  our  govern- 
mental procedures  for  licensing  and  inspections,  reduce  overlapping 
jurisdictions  and  eliminate  confusion  generally  by  the  government. 

To  achieve  these  ends  I  am  taking  several  steps.  During  the  coming 
year  we  will  examine  various  possibilities  to  assure  that  all  public  and 
private  interests  are  impartially  and  expeditiously  weighed  in  all  gov- 
ernment proceedings  for  permits,  licensing  and  inspections. 

I  am  again  proposing  siting  legislation  to  the  Congress  for  electric 
facilities  and  for  the  first  time,  for  deepwater  ports.  All  of  my  new  sit- 
ing legislation  includes  provisions  for  simplified  licensing  at  both  Fed- 
eral and  State  levels.  It  is  vital  that  the  Congress  take  prompt  and 
favorable  action  on  these  proposals. 
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Encouraging  Domestic  Exploration 

Our  tax  system  now  provides,  needed  incentives  for  mineral  explo- 
ration in  the  form  of  percentage  depletion  allowances  and  deductions 
for  certain  drilling  expenses.  These  provisions  do  not,  however,  dis- 
tinguish between  exploration  for  new  reserves  and  development  of 
existing  reserves. 

In  order  to  encourage  increased  exploration,  I  ask  the  Congress 
to  extend  the  investment  credit  provisions  of  our  present  tax  law 
so  that  a  credit  will  be  provided  for  all  exploratory  drilling  for  new 
oil  and  gas  fields.  Under  this  proposal,  a  somewhat  higher  credit 
would  apply  for  successful  exploratory  wells  than  for  unsuccessful 
ones,  in  order  to  put  an  additional  premium  on  results. 

The  investment  credit  has  proven  itself  a  powerful  stimulus  to 
industrial  activity.  I  expect  it  to  be  equally  effective  in  the  search 
for  new  reserves. 

Importing  To  Meet  Our  Energy  Needs 

Oil  Imports 

In  order  to  avert  a  short-term  fuel  shortage  and  to  keep  fuel  costs 
as  low  as  possible,  it  will  be  necessary  for  us  to  increase  fuel  imports. 
At  the  same  time,  in  order  to  reduce  our  long-term  reliance  on  imports, 
we  must  encourage  the  exploration  and  development  of  our  domestic 
oil  and  the  construction  of  refineries  to  process  it. 

The  present  quota  system  for  oil  imports — the  Mandatory  Oil  Im- 
port Program— was  established  at  a  time  when  we  could  produce 
more  oil  at  home  than  we  were  using.  By  imposing  quantitative 
restrictions  on  imports,  the  quota  system  restricted  imports  of  foreign 
oil.  It  also  encouraged  the  development  of  our  domestic  petroleum 
industry  in  the  interest  of  national  security. 

Today,  however,  we  are  not  producing  as  much  oil  as  we  are  using,. 
and  we  must  import  ever  larger  amounts  to  meet  our  needs. 

As  a  result,  the  current  Mandatory  Oil  Import  Program  is  of 
virtually  no  benefit  any  longer.  Instead,  it  has  the  very  real  potential 
of  aggravating  our  supply  problems,  and  it  denies  us  the  flexibility 
we  need  to  deal  quickly  and  efficiently  with  our  import  requirements. 
General  dissatisfaction  with  the  program  and  the  apparent  need  for 
change  has  led  to  uncertainty.  Under  these  conditions,  there  can  be 
little  long-range  investment  planning  for  new  drilling  and.  refinery 
construction. 

Effective  today,  I  am  removing  by  proclamation  all  existing  tariffs 
on  imported  crude  oil  and  products.  Holders  of  import  licenses  will 
be  able  to  import  petroleum  duty  free.  This  action  will  help  hold  down 
the  cost  of  energy  to  the  American  consumer. 

Effective  today,  I  am  also  suspending  direct  control  over  the  quan- 
tity of  crude  oil  and  refined  products  which  can  be  imported.  In  place 
of  these  controls,  I  am  substituting  a  license-fee  quota  system. 

Under  the  new  system,  present  holders  of  import  licenses  may 
import  petroleum  exempt  from  fees  up  to  the  level  of  their  197S  quota 
allocations.  For  imports  in  excess  of  the  1973  level,  a  fee  must  be  paid 
by  the  importer. 

This  system  should  achieve  several  objectives. 
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First,  it  should  help  to  meet  our  immediate  energy  needs  by  en- 
couraging importation  of  foreign  oil  at  the  lowest  cost  to  consumers, 
while  also  providing  incentives  for  exploration  and  development  of 
our  domestic  resources  to  meet  our  long-term  needs.  There  will  be 
little  paid  in  fees  this  year,  although  all  exemptions  from  fees  will  be 
phased  out  over  several  years.  By  gradually  increasing  fees  over  the 
next  two  and  one-halt  years  to  a  maximum  level  of  one-half  cent  per 
gallon  for  crude  oil  and  one  and  one-half  cents  per  gallon  for  all 
refined  products,  we  should  continue  to  meet  our  energy  needs  while 
encouraging  industry  to  increase  its  domestic  production. 

Second,  this  system  should  encourage  refinery  construction  in  the 
United  States,  because  the  fees  are  higher  for  refined  products  than 
for  crude  oil.  As  an  added  incentive,  crude  oil  in  amounts  up  to  three- 
fourths  of  new  refining  capacity  may  be  imported  without  being 
subject  to  any  fees.  This  special  allowance  will  oe  available  to  an  oil 
company  during  the  first  five  years  after  it  builds  or  expands  its  re- 
fining capacity. 

Third,  this  system  should  provide  the  flexibility  we  must  have  to 
meet  short  and  long-term  needs  efficiently.  We  will  review  the  fee 
level  periodically  to  ensure  that  we  are  imposing  the  lowest  fees  con- 
sistent with  our  intention  to  increase  domestic  production  while  keep- 
ing costs  to  the  consumer  at  the  lowest  possible  level.  We  will  also 
make  full  use  of  the  Oil  Import  Appeals  Board  to  ensure  that  the 
needs  of  all  elements  of  the  petroleum  industry  are  met,  particularly 
those  of  independent  operators  who  help  to  maintain  market  com- 
petition. 

Fourth,  the  new  system  should  contribute  to  our  national  security. 
Increased  domestic  production  will  leave  us  less  dependent  on  foreign 
supplies.  At  the  same  time,  we  will  adjust  the  fees  in  a  manner  de- 
signed to  encourge,  to  the  extent  possible,  the  security  of  our  foreign 
supplies.  Finally,  I  am  directing  the  Oil  Policy  Committee  to  examine, 
incentives  aimed  at  increasing  our  domestic  storage  capacity  or  shut- 
in  production..  In  this  way  we.  will  provide  buffer  stocks  to  insulate 
ourselves  against  a  temporary  loss  of  foreign  supplies. 

Deepwater  Ports 

It  is  clear  that  in  the  foreseeable  future,  we  will  have  to  import  oil 
in  large  quantities.  We  should  do  this  as  cheaply  as  we  can  with  mini- 
mal damage  to  the  environment.  Unfortunately,  our  present  capa- 
bilities are  inadequate  for  these  purposes. 

The  answer  to  this  problem  lies  in  deepwater  ports  which  can  ac- 
commodate those  larger  ships,  providing  important  economic  advan- 
tages while  reducing  the  risks  of  collision  and  grounding.  Recent 
studies  by  the  Council  on  Environmental  Quality  demonstrate  that 
we  can  expect  considerably  less  pollution  if  we  use  fewer  but  larger 
tankers  and  deepwater  facilities,  as  opposed  to  the  many  small  tankers 
and  conventional  facilities  which  we  would  otherwise  need. 

If  we  do  not  enlarge  our  deepwater  port  capacity,  it  is  clear  that 
both  American  and  foreign  companies  will  expand  oil  transshipment 
terminals  in  the  Bahamas  and  the  Canadian  Maritime  Provinces. 
From  these  terminals,  oil  will  be  brought  to  our  conventional  ports  by 
growing  numbers  of  small  and  medium  size  transshipment  vessels, 
thereby  increasing  the  risks  of  pollution  from  shipping  operations  and 
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accidents.  At  the  same  time,  the  United  States  will  lose  the  jobs  and 
capital  that  those  foreign  facilities  provide. 

Given  these  considerations,  I  believe  we  must  move  forward  with  an 
ambitious  program  to  creative  new  deepwater  ports  for  receiving 
petroleum  imports. 

The  development  of  ports  has  usually  been  a  responsibility  of  State 
and  local  governments  and  the  private  sector.  However.  States  cannot 
issue  licenses  beyond  the  three-mile  limit.  I  am  therefore  proposing 
legislation  to  pen-nit  the  Department  of  the  Interior  to  issue  such 
licenses.  Licensing  would  be  contingent  upon  full  and  proper  evalua- 
tion of  environmental  impact,  and  would  provide  for  strict  navigation 
and-  safety,  as  well  as  proper  land  use  requirements.  The  proposed  legis- 
lation specifically  provides  for  Federal  cooperation  with  State  and 
local  authorities. 

Conservikq  Energy 

The  abundance  of  America's  natural  resources  has  been  one  of  our 
greatest  advantages  in  the  past.  But  if  this  abundance  encourages  us 
to  take  our  resources  for  granted,  then  it  may  well  be  a  detriment  to 
our  future. 

Common  sense  clearly  dictates  that  as  we  expand  the  types  and 
sources  of  energy  available  to  us  for  the  future,  we  must  direct  equal 
attention  to  conserving  the  energy  available  to  us  today,  and  we  must 
explore  means  to  limit  future  growth  in  energy  demand. 

.  We  as  a  nation  must  develop  a  national  energy  conservation  ethic. 
Industry  can  help  by  designing  products  which  conserve  energy  and 
by  using  energy  more  efficiently.  All  workers  and  consumers  can  help 
by  continually  saving  energy  in  their  day-to-day  activities :  by  turning 
out  lights,  tuning  up  automobiles,  reducing  the  use  of  air  conditioning 
and  heating,  and  purchasing  products  which  use  energy  efficiently. 

Government  at  all  levels  also  has  an  important  role  to  play,  both  by 
conserving  energy  directly,,  and  by  providing  leadership  in  energy 
conservation  efforts. 

I  am  directing  today  that  an  Office  of  Energy  Conservation  be 
established  in  the  Department  of  the  Interior  to  coordinate  the  energy 
conservation  programs  which  are  presently  scattered  throughout  the 
Federal  establishment.  This  office  will  conduct  research  and  work  with 
consumer  and  environmental  groups  in  their  efforts  to.  educate  con- 
sumers on  ways  to  get  the  greatest  return  on  their  energy  dollar. 

To  provide  consumers  with  further  information,  I  am  directing 
the  Department  of  Commerce,  working  with  the  Council  on  Environ- 
mental Quality  and  the  Environmental  Protection  Agency,  to  develop 
a  voluntary  system  of  energy  efficiency  labels  for  major  home  appli- 
ances. These  labels  should  provide  data  on  energy  use  as  well  as  a 
rating  comparing  the  product's  efficiency  to  other  similar  products. 
In  addition,  the  Environmental  Protection  Agency  will  soon  release 
the  results  of  its  tests  of  fuel  efficiency  in  automobiles. 

There  are  other  ways,  too,  in  which  government  can  exercise  leader- 
ship in  this  field.  I  urge  again,  for  example^  that  we  allow  local  officials 
to  use  money  from  Highway  Trust  Fund  for  mass  transit  purposes. 
Greater  reliance  on  mass  transit  can  do  a  great  deal  to  help  us  con- 
serve gasoline. 

The  Federal  Government  can  also  lead  by  example.  The  General 
Services  Administration,  for  instance,  is  constructing  a  new  Federal 
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office  building  using  advanced  energy  conservation  techniques,  with  a 
goal  of  reducing  energy  use  by  20  percent  over  typical  buildings,  of 
the  same  size.  At  the  same  time,  the  National  Bureau  of  Standards 
is  evaluating  energy  use  in  a  full-size  house  within  its  laboratories. 
When  this  evaluation  is  complete,  analytical  techniques  will  be  avail- 
able to  help  predict  energy  use  for  new  dwellings.  This  information, 
together  with  the  experience  gained  in  the  construction  and  operation 
of  the  demonstration  Federal  building,  will  assist  architects  and  con- 
tractors to  design  and  construct  energy-efficient  buildings. 

Significant  steps  to  upgrade  insulation  standards  on  single  and 
multi-family  dwellings  were  taken  at  my  direction  in  1971  and  1972, 
helping  to  reduce  heat  loss  and  otherwise  conserve  energy  in  the  resi- 
dential sector.  As  soon  as  the  results  of  these  important  demonstra- 
tion projects  are  available,  I  will  direct  the  Federal  Housing  Admin- 
istration to  update  its  insulation  standards  in  light  of  what  we  have 
learned  and  to  consider  their  possible  extension  to  mobile  homes. 

Finally,  we  should  recognize  that  the  single  most  effective  means  of 
encouraging  energy  conservation  is  to  ensure  that  energy  prices  reflect 
their  true  costs.  By  eliminating  regulations  such  as  the  current  ceiling 
on.  natural  gas  prices  and  by  ensuring  that  the  costs  of  adequate  en- 
vironmental controls  are  equitably  allocated,  we  can  move  toward 
more  efficient  distribution  of  our  resources. 

Energy  conservation  is  a  national  necessity,  but  I  believe  that  it  can 
be  undertaken  most  effectively  on  a  voluntary  basis.  If  the  challenge 
is  ignored,  the  result  will  be  a  danger  of  increased  shortages,  increased 
prices,  damage  to  the  environment  and  the  increased  possibility  that 
conservation  will  have  to  be  undertaken  by  compulsory  means  in  the 
future.  There  should  be  no  need  for  a  nation  which  has  always  been 
rich  in  energy  to  have  to  turn  to  energy  rationing.  This  is  a  part  of 
the  energy  challenge  which  every  American  can  help  to  meet,  and  I 
call  upon  every  American  to  do  his  or  her  part. 

Research  and  Development 

If  we  are  to  be  certain  that  the  forward  thrust  of  our  economy  will 
not  be  hampered  by  insufficient  energy  supplies  or  by  energy  supplies 
that  are  prohibitively  expensive,  then  we  must  not  continue  to  be 
dependent  on  conventional  forms  of  energy.  We  must  instead  make 
every  useful  effort  through  research  and  development  to  provide  both 
alternative  sources  of  energy  and  new  technologies  for  producing  and 
utilizing  this  energy. 

For  the  short-term  future,  our  research  and  development  strategy 
will  provide  technologies  to  extract  and  utilize  our  existing  fossil 
fuels  in  a  manner  most  compatible  with  a  healthy  environment. 

In  the  longer  run,  from  1985  to  the  beginning  of  the  next  century, 
we  will  have  more  sophisticated  development  of  our  fossil  fuel  re- 
sources and  on  the  full  development  of  the  Liquid  Metal  Fast  Breeder 
Reactor.  Our  efforts  for  the  distant  future  center  on  the  development 
of  technologies — such  as  nuclear  fusion  and  solar  power — that  can 
provide  us  with  a  virtually  limitless  supply  of  clean  energy. 

In  my  1971  Energy  Special  Message  to  the  Congress  I  outlined  a 
broadly  based  research  and  development  program.  I  proposed  the  ex- 
pansion of  cooperative  Government-industry  efforts  to  develop  the  Liq- 
uid Metal  Fast  Breeder  Reactor,  coal  gasification,  and  stack  gas  clean- 
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ing  systems  at  the  demonstration  level.  These  programs  are  all  pro- 
gressing well. 

My  budget  for  fiscal  year  1974  provides  for  an  increase  in  energy 
research  and  development  funding  of  20  percent  over  the  level  of 
1973. 

My  1974  budget  provides  for  creation  of  a  new  central  energy  fund 
in  the  Interior  Department  to  provide  additional  money  for  non- 
nuclear  research  and  development,  with  the  greatest  part  designated 
for  coal  research.  This  central  fund  is  designed  to  give  us  the  flexibil- 
ity we  need  for  rapid  exploitation  of  new.  especially  promising  energy 
technologies  with  near-term  payoffs. 

One  of  the  most  promising  programs  that  will  be  receiving  increased 
funding  in  fiscal  year  1974  is  the  solvent  refined  coal  process  which 
will  produce  low-ash,  low-sulphur  fuels  from  coal.  Altogether,  coal 
research  and  development  and  proposed  funding  is  increased  by  27 
percent. 

In  addition  to  increased  funding  for  the  Liquid  Metal  Fast  Breeder 
Reactor,  I  am  asking  for  greater  research  and  development  on  reactor 
safety  and  radioactive  waste  disposal,  and  the  production  of  nuclear 
fuel. 

.  The  waters  of  the  world  contain  potential  fuel — in  the  form  of  a 
special  isotope  of  hydrogen — sufficient  to  power  fusion  reactors  for 
thousand's  of  years.  Scientists  at  the  Atomic  Energy  Commission  now 
predict  with  increasing  confidence  that  we  can  demonstrate  laboratory 
feasibility  of  controlled  thermonuclear  fusion  by  magnetic  confinement 
in  the  near  future.  We  have  also  advanced  to  the  point  where  some 
scientists  believe  the  feasibility  of  laser  fusion  could  be  demonstrated 
within  the  next  several  years.  I  have  proposed  in  my  1974  budget  a  35 
percent  increase  in  funding  for  our  total  fusion  research  and  develop- 
ment effort  to  accelerate  experimental  programs  and  to  initiate  pre- 
liminary reactor  design  studies. 

While  we  look  to  breeder  reactors  to  meet  our  mid-term  energy 
needs,  today's  commercial  power  reactors  will  continue  to  provide  most 
of  our  nuclear  generating  capacity  for  the  balance  of  this  century. 
Although  nuclear  reactors  have  had  a  remarkable  safety  record  my 
1974  budget  provides  additional  funds  to  assure  that  our  rapidly  grow- 
ing reliance  on  nuclear  power  will  not  compromise  public  health  and 
safety.  This  includes  work  on  systems  for  safe  storage  of  the  radio- 
active waste  which  nuclear  reactors  produce.  The  Atomic  Energy  Com- 
mission is  working  on  additional  improvements  in  surface  storage 
and  will  continue  to  explore  the  possibility  of  underground  burial  for 
long-term  containment  of  these  wastes. 

Solar  energy  holds  great  promise  as  a  potentially  limitless  source 
of  clean  energy.  My  new  budget  triples  our  solar  energy  research  and 
development  effort  to  a  level  of  $12  million.  A  major  portion  of  these 
funds  would  be  devoted  to  accelerating  the  development  of  commercial 
systems  for  heating  and  cooling  buildings. 

Research  and  development  funds  relating  to  environmental  control 
technologies  would  be  increased  24  percent  in  my  1974  budget.  This 
research  includes  a  variety  of  projects  related  to  stack  gas  cleaning  and 
includes  the  construction  of  a  demonstration  sulphur  dioxide  removal 
plant.  In  addition,  the  Atomic  Energy  Commission  and  the  Environ- 
mental Protection  Agency  will  continue  to  conduct  research  on  the 
thermal  effects  of  power  plants. 


While  the  Fedora!  Government  is  significant] 
mitment  to  energy  research  and  development,  a  tai  mch  re- 

search is  and  should  be  conducted  by  the  private  sector. 

I  am  especially  pleased  that  theelectrk  utilities  ha  nized  the 

importance  of  research  in  meeting  the  rapidly  escalating  demand  for 
electrical  energy.  The  recent  establishment  of  the  Electric  Power! 

rch  Institute,  which  will  have  a  budget  in  ID'S  1  in  excess  of  $100 
million,  can  help  develop  technology  to  meet  both  load  demands  and 
environmental  regulations  currently  challenging  the  industry. 

Historically  the  electric  power  industry  has  allocated  a  .-mailer  por- 
tion of  its  revenues  to  research  than  have  most  other  technology- 
dependent  industries.  This  pattern  has  been  partly  attributable  to  tin- 
reluctance  of  some  State  utility  commissions  to  include  increased  re- 
search and  development  expenditures  in  utility  rate  bases.  Recently 
the  Federal  Power  Commission  instituted  a  national  rule  to  allow  the 
recovery  of  research  and  development  expenditures  in  rates.  State 
regulatory  agencies  have  followed  the  FPC's  lead  and  are  liberalizing 
their  treatment  of  research  and  development  expenditures  consistent 
with  our  changing  national  energy  demands. 

I  am  hopeful  that  this  trend  will  continue  and  I  urge  all  State 
utility  commissions  to  review  their  regulations  regarding  research  and 
development  expenditures  to  ensure  that  the  electric  utility  industry 
can  fully  cooperate  in  a  national  energy  research  and  development 
effort. 

It  is  foolish  and  self-defeating  to  allocate  funds  more  rapidly  than 
they  can  be  effectively  spent.  At  the  same  time,  we  must  carefully 
monitor  our  progress  and  our  needs  to  ensure  that  our  funding  is 
adequate.  When  additional  funds  are  found  to  be  essential,  I  shall  do 
everything  I  can  to  see  that  they  are  provided. 

International  Cooperation 

The  energy  challenge  confronts  every  nation.  Where  there  is  such 
a  community  of  interest,  there  is  both  a  cause  and  a  basis  for  coopera- 
tive action. 

Today,  the  United  States  is  involved  in  a  number  of  cooperative, 
international  efforts.  We  have  joined  with  the  other  22  member-na- 
tions of  the  Organization  for  Economic  Cooperation  and  Develop- 
ment to  produce  a  comprehensive  report  on  long-term  problems  and 
to  develop  an  agreement  for  sharing  oil  in  times  of  acute  shortages. 
The  European  Economic  Community  has  already  discussed  the  need 
for  cooperative  efforts  and  is  preparing  recommendations  for  a  Com- 
munity energy  policy.  We  have  expressed  a  desire  to  work  together 
with  them  in  this  effort. 

We  have  also  agreed  with  the  Soviet  Union  to  pursue  joint  re- 
search in  magnetohydrodynamics  (MHD),  a  highly  efficient  process 
for  generating  electricity,  and  to  exchange  information  on  fusion, 
fission,  the  generation  of  electricity,  transmission  and  pollution  con- 
trol technology.  These  efforts  should  be  a  model  for  joint  research 
efforts  with  other  countries.  Additionally,  American  companies  arc 
looking  into  the  possibility  of  joint  projects  with  the  Soviet  Union 
to  develop  natural  resources  for  the  benefit  of  both  nations. 

I  have  also  instructed  the  Department  of  State,  in  coordination 
with  the  Atomic  Energy  Commission,  other  appropriate  Government 
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agencies,  and  the  Congress  to  move  rapidly  in  developing  a  program 
of  international  cooperation  in  research  and  development  on  new- 
forms  of  energy  and  in  developing  international  mechanisms  for  deal- 
ing with  energy  questions  in  times  of  critical  shortages. 

I  believe  the  energy  challenge  provides  an  important  opportunity 
for  nations  to  pursue  vital  objectives  through  peaceful  cooperation.  No 
chance  should  be  lost  to  strengthen  the  structure  of  peace  we  are 
seeking  to  build  in  the  world,  and  few  issues  provide  us  with  as  good 
an  opportunity  to  demonstrate  that  there  is  more  to  be  gained  in  pur- 
suing our  national  interests  through  mutual  cooperation  than  through 
destructive  competition  or  dangerous  confrontation. 

Federal  Energy  Organization 

If  we  are  to  meet  the  energy  challenge,  the  current  fragmented 
organization  of  energy-related  activities  in  the  executive  branch  of 
the  Government  must  be  overhauled. 

In  1971,  I  proposed  legislation  to  consolidate  Federal  energy- 
related  activities  within  a  new  Department  of  Natural  Resources. 
The  92d  Congress  did  not  act  on  this  proposal.  In  the  interim  I  have 
created  a  new  post  of  Counsellor  to  the  President  on  Natural  Re- 
sources to  assist  in  the  policy  coordination  in  the  natural  resources 
field. 

Today  I  am  taking  executive  action  specifically  to  improve  the 
Federal  organization  of  energy  activities. 

I  have  directed  the  Secretary  of  the  Interior  to  strengthen  his  De- 
partment's organization  of  energy  activities  in  several  ways — 
— The  responsibilities  of  the  new  Assistant  Secretary  for  Energy 
and  Minerals  will  be  expanded  to  incorporate  all  departmental 
energy  activities; 
— The  Department  is  to  develop  a  capacity  for  gathering  and 

analysis  of  energy  data ; 
— An  Office  of  Energy  Conservation  is  being  created  to  seek  means 

for  reducing  demands  for  energy ; 
— The  Department  of  the  Interior  has  also  strengthened  its  capa- 
bilities for  overseeing  and  coordinating  a  broader  range  of  energy 
research  and  development. 
By  Executive  order,  I  have  placed  authority  in  the  Department  of 
the  Treasury  for  directing  the  Oil  Policy  Committee.  That  Commit- 
tee coordinates  the  oil  import  program  and  makes  recommendations  to 
me  for  changes  in  that  program.  The  Deputy  Secretary  of  the  Treas- 
ury has  been  designated  Chairman  of  that  Committee. 

Through  a  second  Executive  order,  effective  today,  I  am  strengthen- 
ing the  capabilities  of  the  Executive  Office  of  the  President  to  deal 
with  top  level  energy  policy  matters  by  establishing  a  special  energy 
committee  composed  of  three  of  my  principal  advisors.  The  order  also 
reaffirms  the  appointment  of  a  Special  Consultant,  who  heads  an  energy 
staff  in  the  Office  of  the  President. 

Additionally,  a  new  division  of  Energy  and  Science  is  being  estab- 
lished within  the  Office  of  Management  and  Budget. 

While  these  executive  actions  will  help,  more  fundamental  reorgani- 
zation is  needed.  To  meet  this  need,  I  shall  propose  legislation  to  estab- 
lish a  Department  of  Energy  and  Natural  Resources  (DENR)  build- 
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ing  on  the  legislation  I  submitted  in  1971,  with  heightened  emphasis 
on  energy  programs. 

This  new  Department  would  provide  leadership  across  the  entire 
range  of  national  energy.  It  would,  in  short,  be  responsible  for  ad- 
ministering the  national  energy  policy  detailed  in  this  message. 

Conclusion 

Nations  succeed  only  as  they  are  able  to  respond  to  challenge,  and  to 
change  when  circumstances  and  opportunities  require  change. 

When  the  first  settlers  came  to  America,  they  found  a  land  of  untold 
natural  wealth,  and  this  became  the  cornerstone  of  the  most  prosperous 
nation  in  the  world.  As  we  have  grown  in  population,  in  prosperity,  in 
industrial  capacity,  in  all  those  indices  that  reflect  the  constant  up- 
ward thrust  in  the  American  standard  of  living,  the  demands  on  our 
natural  resources  have  also  grown. 

Today,  the  energy  resources  which  have  fueled  so  much  of  our  na- 
tional growth  are  not  sufficiently  developed  to  meet  the  constantly  in- 
creasing demands  which  have  been  placed  upon  them.  The  time  has 
come  to  change  the  way  we  meet  these  demands.  The  challenge  lacing 
us  represents  one  of  the  great  opportunities  of  our  time — an  oppor- 
tunity to  create  an  even  stronger  domestic  economy,  a  cleaner  environ- 
ment, and  a  better  life  for  all  our  people. 

The  proposals  I  am  submitting  and  the  actions  I  will  take  can  give 
us  the  tools  to  do  this  important  job. 

The  need  for  action  is  urgent.  I  hope  the  Congress  will  act  with  dis- 
patch on  the  proposals  I  am  submitting.  But  in  the  final  analysis,  the 
ultimate  responsibility  does  not  rest  merely  with  the  Congress  or  with 
this  Administration.  It  rests  with  all  of  us — with  government,  with 
industry  and  with  the  individual  citizen. 

Whenever  we  have  been  confronted  with  great  national  challenges 
in  the  past,  the  American  people  have  done  their  duty.  I  am  confident 
we  shall  do  so  now. 

Richard  Xixox. 

The  White  House,  April  18.  1973. 
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Background 


The  President  has  forwarded  to  the  Congress  his  second  Energy 
Message.  This  message  presents  a  comprehensive  program  to  provide 
for  the  Xation's  current  and  future  energv  needs.  The  President's 
program  provides  for  increased  domestic  production  of  fuels  to  mini- 
mize risks  to  the  national  security  of  supplv  interruptions.  The  pro- 
gram balances  these  national  security  considerations  with  concern  for 
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continued  protection  of  the  environment  and  for  providing  adequate 
supplies  of  energy  at  reasonable  prices. 

The  energy  picture  has  changed  significantly  in  the  past  several 
years.  Domestic  production  of  fossil  fuels — crude  oil,  natural  gas  and 
coal — has  peaked.  The  United  States  no  longer  has  excess  shut-in  crude 
production  capacity.  Environmental  concerns  have  resulted  in  delays 
in  siting  of  energy  facilities  and  greatly  increased  the  need  for  scarce 
low  sulphur  fuels,  displacing  high  sulphur  fuels,  including  coal.  Un- 
less the  demand  for  energy  is  artificially  restricted,  significantly 
greater  quantities  of  foreign  crude  oil  must  be  imported  in  the  next 
few  years.  There  may  also  be  temporary  shortages  of  fuels  under 
localized  conditions. 

In  the  mid-term,  there  will  be  increased  domestic  production  of 
clean  fuels ;  in  the  longer  term,  the  development  of  new  technologies 
for  providing  essentially  pollution-free  energy  will  be  available. 

The  President  has  instituted  a  number  of  changes  and  recommended 
legislation  to  provide  for  increased  domestic  supplies  in  a  manner 
compatible  with  the  environment.  The  President  has  already  for- 
warded several  energy-related  legislative  proposals  to  the  Congress 
this  year — the  Electric  Facilities  Siting  Act  and  the  Mined  Areas 
Protection  Act.  He  has  also  already  submitted  legislative  proposals 
to  remedy  the  current  right-of-way  difficulties  with  the  Alaska  pipe- 
line (Mineral  Leasing  Act  amendments  and  Bureau  of  Land  Manage- 
ment organic  legislation).  Today,  three  additional  legislative  propos- 
als were  forwarded  to  the  Congress.  The  Natural  Gas  Supply  Act 
will  enable  increased  supplies  of  natural  gas  to  be  produced  because 
of  competitive  pricing  of  new  production  of  natural  gas  and  new  ded- 
ications of  natural  gas  to  interstate  commerce.  The  Deep  water  Port 
Facilities  Act  will  enable  more  environmentally  acceptable  and  more 
economical  shipment  of  oil  imports  to  this  country  through  appro- 
priately sited  and  operated  deepwater  ports.  The  third  bill  resubmits 
a  proposal  made  to  the  92nd  Congress  to  have  the  Federal  Govern- 
ment repurchase  the  thirty-five  oil  leases  in  the  Santa  Barbara  Chan- 
nel. In  addition,  the  President  will  soon  forward  a  proposal  for  the 
creation  of  a  Department  of  Energy  and  Natural  Resources  (DENR) , 
in  order  to  better  focus  and  direct  the  Federal  programs.  This  is  a 
modification  of  his  previous  proposal  for  the  Department  of  Natural 
Resources  (DNR),  placing  a  greater  emphasis  on  the  need  for  a 
comprehensive  organizational  focus  on  energy. 

Besides  these  legislative  proposals,  the  President  has  also  under- 
taken a  number  of  executive  actions,  including  among  others,  major 
changes  to  the  Mandatory  Oil  Import  Program  and  accelerated  leas- 
ing of  the  Outer  Continental  Shelf. 

The  President's  revised  oil  import  program  provides  for  increasing 
the  incentive  for  future  domestic  production  of  crude  oil  and  refining 
capacity  through  phased  imposition  of  license  fees  on  imports  of  crude 
oil  and  products  above  the  1973  levels.  Drilling  of  new  wells,  opening 
of  new  mines  and  development  of  domestic  refining  capacity  will  re- 
quire three  to  five  years.  In  an  effort  to  minimize  the  impact  on  the 
consumer  during  this  period,  the  President  has  eliminated  current 
tariffs  on  crude  oil  and  products.  Thus,  imports  at  the  1973  level  will 
enter  the  country  duty-free;  however,  these  duty-free  import  rights 
will  be  phased  out  over  seven  years,  and  an  increasing  license  fee 
imposed. 
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The  President's  program  covers  virtually  all  energy  policy  areas. 
Specific  information  regarding  the  various  components  are  presented 
in  succeeding  sections  of  this  fact  sheet. 

Basic  U.S.  Energy  Demand  and  Supply 

Over  the  years,  U.S.  gross  energy  consumption  has  increased  stead- 
ily at  a  rate  slightly  less  than  the  growth  of  our  economy.  From  194? 
to  the  early  1960's,  energy  demand  grew  at  an  average  annual  rate  of 
about  3%.  During  the  period  1965-1971,  our  total  energy  demand  has 
accelerated  rapidly  to  an  average  annual  rate  of  4.8%.  In  1972,  con- 
sumption by  major  consuming  sectors  was  fairly  evenly  divided  as 
follows:  industrial,  28.8%;  electricity  generation,^  25.6%;  transporta- 
tion, 25.0% ;  and  household  and  commercial,  20.6%. 

Fossil  fuels  have  historically  supplied  the  vast  majority  of  our  en- 
ergy in  the  United  States.  Until  1947,  coal  supplied  more  than  half  the 
fuels  consumed.  But  for  the  last  decade,  petroleum  and  natural  gas 
have  increased  to  around  75%  of  total  gross  energy  consumption.  Al- 
though nuclear  power  currently  supplies  only  1%  of  current  energy, 
it  is  expected  to  provide  a  very  large  share  of  future  energy  growth — 
up  to  60%  of  electricity  generation  and  30%  of  the  total  energy  by  the 
end  of  the  century. 

The  major  sources  of  domestic  energy  during  1972  were : 

Petroleum  (including  natural  gas  liquids)  : 

Million  barrels 5,  960 

Trillion  Btu 32,  812 

Percent 46 

Natural  gas : 

Billion  cubic  feet 22,  607 

Trillion  Btu 23,  308 

Percent  32 

Coal  (bituminous,  anthracite  and  lignite)  : 

Thousands  short  tons 517,  053 

Trillion  Btu 12, 428 

Percent 17 

Hydropower : 

Billion   kilowatt-hours 280.  2 

Trillion    Btu 2,  937 

Percent  4 

Nuclear  power : 

Billion   kilowatt-hours 56.  9 

Trillion  Btu 606 

Percent  1 

Total  gross  energy  :  Trillion  Btu 72,  091 

Domestic  production  of  fossil  fuels  has  remained  relatively  constant 
for  several  years  and  has  not  expanded  adequately  to  meet  rising 
demand. 

Xew  discoveries  of  natural  gas  have  decreased  during  the  past  sev- 
eral years,  but  increased  slightly  in  1972  probably  due  in  large  part 
to  efforts  by  the  Federal  Power  Commission  to  provide  higher  produc- 
tion prices  and  to  optimism  about  future  changes  in  regulation.  How- 
ever, since  1066  proven  reserves  have  decreased  21rc.  while  consump- 
tion has  increased  37%.  AVe  are  now  producing  and  consuming  about 
twice  as  much  natural  gas  each  year  as  we  are  finding  and  adding  to 
proved  reserves. 
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Production  of  domestic  crude  oil  and  natural  gas  liquids  peaked  in 
November,  1970  and  decreased  in  1972  to  an  average  of  11.6  million 
barrels  per  day,  down  approximately  5%  from  the  peak.  Continued 
delay  of  the  Alaska  pipeline  will  result  in  denial  of  additional  U.S. 
production  of  up  to  2.0  million  barrels  per  day. 

In  1972  total  U.S.  bituminous  coal  and  lignite  production  is  esti- 
mated at  590  million  tons,  down  from  603  million  tons  in  1970.  The 
use  of  coal  has  been  greatly  hampered  by  competition  from  lower  cost 
and  less  polluting  alternative  fuels,  primarily  imported  residual  fuel 
oil  in  the  mid-60's  and  low  priced,  regulated  natural  gas.  Production 
is  currently  being  restricted  due  to  actual  and  anticipated  constraints 
on  the  production  and  consumption  of  coal. 

In  1967  imports  to  the  United  States  exceeded  reserve  capacity, 
thus  the  U.S.  was  no  longer  self-sufficient.  In  1972,  the  U.S.  reached 
essentially  100%  production  (no  reserve  or  shut-in  capacity)  and  for- 
eign petroleum  imports  totaled  4.7  million  barrels  per  day,  accounting 
for  29%  of  the  total  oil  supply. 

The  projections  are  for  large  increases  in  imported  crude  oil  and 
products,  particularly  during  the  next  three  to  five  years,  primarily 
from  the  Middle  East.  In  1972,  only  about  1.4  million  barrels  per  day, 
or  about  30%  of  total  oil  imports  came  from  the  Eastern  Hemisphere. 
This  amounted  to  only  8%  of  the  total  oil  supply.  By  1985,  if  present 
trends  were  allowed  to  continue,  the  U.S.  would  have  to  import  from 
50  to  60%  of  its  total  oil  supply  and  30  to  40%  of  this  may  have  to  be 
from  Eastern  Hemisphere  sources.  The  President's  energy  initiatives 
can  greatly  reduce  future  foreign  imports. 

Competitive  Pricing  or  Natural  Gas 

The  President  announced  today  that  he  will  submit  legislation  to 
amend  the  Natural  Gas  Act  so  that  prices  paid  by  interstate  pipelines 
to  producers  for  new  supplies  of  domestic  natural  gas  will  be  deter- 
mined by  the  competitive  forces  of  the  market  system  rather  than  by 
the  Federal  Power  Commission.  This  proposal  would  stimulate  new 
exploration  and  development  of  domestic  gas  resources  while  main- 
taining current  prices  on  present  interstate  supplies vand  eliminating 
any  possibility  of  unfair  gains  at  the  expense  of  the  consumer.  The 
legislation  includes  provisions  for  the  Secretary  of  the  Interior  to 
monitor  the  price  of  new  supplies  of  natural  gas,  and  impose  a  ceiling 
if  circumstances  should  demand  such  action. 

The  Natural  Gas  Act  of  1938  was  passed  in  order  to  allow  the 
Federal  Power  Commission  to  regulate  the  transportation  and  sales 
for  resale  of  natural  gas  by  the  interstate  pipelines.  The  Act  specifi- 
cally precludes  Federal  regulation  of  the  local  distribution  and  pro- 
duet  ion  or  gathering  of  natural  gas.  However,  in  1954,  the  Supreme 
Court  held  in  the  Phillips  case  that  the  Natural  Gas  Act  also  applied 
to  sales  by  producers  in  interstate  commerce.  The  Congress  twice 
passed  legislation  to  effectively  deregulate  natural  gas,  once  in  1950 
and  again  in  1956,  which  were  vetoed  by  both  President  Truman 
and  President  Eisenhower. 

After  unsuccessful  attempts  to  regulate  producer  prices  on  a  case- 
by-case  basis,  in  1960  the  Federal  Power  Commission  decided  to 
establish  ceiling  prices  for  natural  gas  on  an  area-wide  basis.  The 
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first  area  rate  proceeding  for  the  Permian  Basin  area  was  begun  in 
1961,  completed  in  1965,  and  affirmed  by  the  Supreme  Court  in  L968. 
This  proceeding  and  all  subsequent  proceedings,  was  based  primarily 
on  the  rate  base  and  cost  of  service  approach  to  regulation,  which  had 
been  developed  over  the  past  half  century  for  rate  regulation  of 
monopolistic,  low-risk  public  utilities,  such  as  gas  pipelines  and  elec- 
trical power  companies. 

Consumption  of  natural  gas  in  1973  is  estimated  to  be  37%  higher 
than  in  1966.  Low  regulated  prices  have  discouraged  development  of 
a  corresponding  amount  of  new  reserves,  so  that  proven  reserves  have 
fallen  by  21%  since  1966.  As  a  result,  the  ratio  of  reserves  to  produc- 
tion has  fallen  by  44%. 

(trillion  (trillion 

cubic  feet)        cubic  feet)  Ratio 

1966 16.9  286  16.4:1 

1972 23.8  238  10.0:1 

1973  (estimate) 123.0  2  227  3  9.2:1 

1  Plus  37  percent. 
*  Minus  21  percent. 
J  Minus  44  percent. 

Note:  Estimated  total  potential  reserves,  850  to  2,100  trillion  cubic  feeL 

During  the  past  year,  15  of  the  nation's  largest  interstate  pipelines 
were  forced  to  curtail  their  sales  of  natural  gas  in  an  amount  equal  to 
about  7%  of  their  total  sales.  In  many  communities  today,  owners  of 
new  homes  and  apartments  are  deprived  access  to  this  clean  burning 
and  efficient  fuel  because  of  inadequate  supplies.  Moreover,  an  increas- 
ingly larger  share  of  new  natural  gas  supplies  is  being  purchased 
within  the  intrastate  market,  which  is  not  regulated  by  the  Federal 
Power  Commission,  because  interstate  pipelines  are  unable  to  offer 
competitive  prices  for  new  supplies.  Well-head  prices  in  the  intrastate 
market  are  up  to  twice  as  high  as  in  the  FPC  regulated  interstate 
market.  In  many  markets  today,  natural  gas,  the  most  desirable  fossil 
fuel,  is  selling  for  less  per  comparable  heating  unit  than  do  alternative 
and  less  desirable  fuels.  At  the  same  time,  costs  have  increased  sig- 
nificantly. It  costs  approximately  ten  times  as  much  to  drill  a  well 
in  Alaska  and  six  times  as  much  to  drill  a  well  offshore  as  compared 
to  onshore  historical  costs. 

The  increased  field  price  of  natural  gas  will  result  in  very  modest 
increase  at  the  home  for  the  average  consumer.  Because  the  pipelines 
and  local  distributors  will  remain  regulated  and  because  the  new 
supplies  of  natural  gas  will  be  only  a  small  percentage  of  the  total 
supplies  of  the  interstate  pipelines  for  several  years  into  the  future. 
At  the  current  time,  the  price  paid  to  the  producer  for  gas  supplies  is 
approximately  10-20%  of  the  ultimate  price  paid  by  the  homeowner 
in  most  areas. 

The  President's  proposed  legislation  provides  that  the  FPC  be 
granted  rate  jurisdiction  over  the  direct  industrial  sales  of  pipelines. 
This  action  will  allow  the  Federal  Power  Commission  to  assure  that 
industrial  customers,  who  use  natural  gas,  are  paying  a  fair  and  equita- 
ble share  of  the  costs  of  obtaining  this  premium  fuel.  However,  the 
President's  action  today  does  not  alter  state  and  local  authority  over 
intrastate  pipelines  and  natural  gas  distributors. 
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The  President's  proposed  legislation  will  allow  the  competitive 
forces  of  the  market  system,  through  arms  length  negotiations  be- 
tween producers  and  pipelines,  to  determine  the  price  of  new  supplies 
of  natural  gas.  It  will  also  allow  the  interstate  pipelines  to  compete 
with  the  intrastate  pipelines  for  new  gas  supplies  and  lead  to  a  more 
desirable  distribution  and  usage  of  this  premium  fuel.  On  balance, 
the  action  taken  by  the  President  today  is  expected  to  provide  con- 
sumers more  supplies  of  natural  gas  at  a  lower  cost  than  any  other 
alternative. 

Outer  Continental  Shelf 

The  President  announced  today  that  he  has  directed  the  Secretary 
of  the  Interior  to  take  steps  to  triple  the  acreage  leased  on  the  Outer 
Continental  Shelf  for  drilling  for  oil  and  gas  by  1979. 

He  also  announced  that  leasing  would  begin  in  new  frontier  areas 
including  beyond  the  200  meter  isobath,  and  beyond  the  Channel 
Islands  in  the  Pacific  if  the  environmental  impact  statements  indicate 
it  can  be  done  safely.  He  directed  the  Council  on  Environmental  Qual- 
ity, in  cooperation  with  the  National  Academy  of  Sciences  and  other 
government  agencies,  to  complete  studies  within  one  year  on  the  en- 
vironmental suitability  of  drilling  on  the  Atlantic  OCS  and  the  Gulf 
of  Alaska.  By  1985,  this  accelerated  OCS  leasing  schedule  could  in- 
crease annual  production  by  approximately  1.5  billion  barrels  of  oil 
(approximately  16%  of  our  projected  requirements)  above  what  would 
be  expected  if  the  current  lease  schedule  were  maintained. 

The  offshore  areas  of  the  United  States  are  estimated  to  contain 
186  billion  barrels  of  crude  oil  and  over  844  trillion  cubic  feet  of 
natural  gas  resources,  which  are  recoverable  with  existing  technology. 
These  amounts  represent  approximately  40%  of  the  nation's  total 
undiscovered  oil  and  gas  reserves  and  offer  promising  opportunities 
since  most  onshore  areas  have  already  been  explored  and  developed. 

The  Federal  Government  has  leased  OCS  lands  since  1954.  Cur- 
rently, leases  in  the  OCS  are  producing  over  400  million  barrels  of 
oil  and  about  3  trillion  cubic  feet  of  natural  gas  annually. 

In  1969  regulations  of  the  Department  of  the  Interior  governing 
leasing  and  operations  b}T  lessees  on  the  Outer  Continental  Shelf 
(OCS)  were  extensively  revised  and  strengthened  after  the  problem 
in  the  Santa  Barbara  Channel.  Since  then,  improvement  of  these 
standards  for  safety  and  pollution  control  has  been  a  continuing  effort 
covering  a  wide  range  of  operations  including  drilling  procedures, 
well  abandonments,  well  completion  procedures,  pollution  and  waste 
disposal,  and  procedures  for  the  installation  and  operations  of  plat- 
forms and  pipelines. 

Inspection  procedures  have  been  standardized  and  a  statistical  basis 
for  inspection  strategy  has  been  developed.  The  OCS  field  inspection 
staff  has  been  tripled  since  1969.  Six  full-time  helicopters  are  in  use 
and  a  radio  communication  system  has  been  installed.  The  revisions 
and  strengthening  of  OCS  operating  standards  and  the  increase  in 
surveillance  personnel  has  resulted  in  a  marked  improvement  in  OCS 
operations  with  regard  to  oil  spills.  There  were  no  major  oil  spills  in 
1972.  Minor  oil  spills  in  1972  were  reduced  by  45  percent  from  1971. 

The  President  has  resubmitted  legislation  which  would  authorize 
the  Secretary  of  the  Interior  to  buy  back  35  leases  in  the  Santa  Barbara 
Channel  where  the  Administration  suspended  drilling. 
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Alaska  Pipeline 

The  discovery  of  oil  in  Alaska  was  announced  in  February  of  L968. 
Current  estimates  are  that  there  are  10  billion  barrels  of  provi 
serves  on  Alaska's  North  Slope.  Once  construction  begins,  2 
3  years  will  be  required  before  delivery  of  new  production.   Initial 
production  will  be  600,000  barrels  per  day,  rising  to  2  million  barrels 
per  day  in  live  years. 

After  the  initial  discovery,  the  Interior  Department  established 
a  task  force  to  study  the  situation  in  April  of  19<*>9.  A  pipeline  applii  a- 
tion  was  received  by  the  Secretary  of  the  Interior  in  June  1969.  After 
a  series  of  public  hearings  and  the  issuance  of  preliminary  and  Una ] 
environmental  statements,  the  Secretary  of  the  Interior  announced 
that  he  intended  to  issue  a  permit  for  pipeline  construction  in  May  oi 
197*2.  A  series  of  court  actions  resulted  in  Supreme  Court  refusal  to 
review  an  earlier  Court  of  Appeals  decision,  which  enjoined  constnu  - 
tion  because  of  an  outmoded  legal  restriction  regarding  rights-of-way. 

The  Administration  has  submitted  two  bills  to  Congress  relating  to 
this  issue:  S.  1040  which  amends  the  mineral  leasing  laws  and  S.  1041 
which  provides  new  organic  legislation  for  the  Bureau  of  Land  Man- 
agement. Both  of  these  bills  incorporate  provisions  which  allow  the 
Secretary  of  the  Interior  to  provide  for  adequate  rights-of-way  for 
all  pipelines  over  Federal  lands  to  ensure  protection  of  the 
environment. 

The  alternative  of  a  pipeline  through  Canada  was  thoroughly 
studied  prior  to  the  Secretaires  decision  to  authoribe  construction  of 
the  Trans-xVlaska  Pipeline  (TAPS).  The  TAPS  can  be  built  much 
more  quickly,  creating  U.S.  jobs  and  utilized  entirely  for  U.S.  needs. 
Much,  more  needs  to  be  done  prior  to  construction  of  a  Trans-Canada 
line;  detailed  engineering  and  environmental  studies  would  be  re- 
quired, hearings  would  be  required,  and  permits  prepared.  At  least 
three  to  five  years  delay  would  be  involved  for  a  Trans-Canada  route 
which  would  probably  cause  greater  environmental  damage  because 
of  increased  distance  and  the  greater  number  of  river  crossings. 

Shale  Oil 

President  Xixon's  June  4,  1971  Energy  Message  directed  the  initia- 
tion of  a  leasing  program  including  preparation  of  an  environmental 
impact  statement.  On  June  29,  1971  the  Secretary  of  the  Interior 
issued  a  draft  environmental  impact  statement  for  a  proposed  proto- 
type oil  shale  leasing  program  which  would  include  the  offering  of 
six  leases  under  competitive  bidding  of  5,120  acres  each,  two  each  in 
Colorado,  Utah  and  Wyoming. 

The  six  leases  discussed  will  support  a  combined  production  level 
of  no  more  than  250,000  barrels  per  day.  A  final  environmental  im- 
pact statement  on  the  proposed  program  is  nearing  completion.  If 
a  decision  is  reached  to  proceed  with  the  proposed  program  based  on 
the  environmental  analysis,  lease  sales  can  be  held  during  the  summer 
of  1973.  Stringent  environmental  regulations  will  be  incorporated 
into  any  such  program,  including  provisions  to  monitor  changes  in 
the  existing  environment.  Additional  oil  shale  leasing  will  not  be  con- 
sidered until  the  environmental  impact  of  prototype  development  has 
been  f ullv  evaluated. 
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Oil  shale  is  the  most  significant  energy  resource  known  to  exist  in 
the  world,  with  possible  resources  exceeding  2  trillion  barrels  of  hydro- 
carbons  contained  in  the  sedimentary  formations  of  the  Rocky  Moun- 
tain States,  in  Colorado,  Utah,  and  Wyoming.  An  estimated  600  bil- 
lion barrels  of  oil  could  be  commercially  produced  from  oil  shale  under 
technological  development  already  achieved,  of  which  80  billion  bar- 
rels are  easily  accessible. 

Of  the  11  million  acres  of  land  containing  oil  shale  deposits  con- 
sidered to  be  potentially  of  commercial  value,  some  8.3  million  acres 
(about  72%)  are  owned  by  the  Federal  Government.  These  are  pri- 
marily "public  lands"  managed  for  multiple-use  purposes  by  the 
Department  of  the  Interior. 

Of  the  two  options  to  producing  oil  shale,  only  surface  and  sub- 
surface mining  with  retort  processing  are  believed  to  have  been  ad- 
vanced to  the  point  where  it  may  be  possible  to  scale  up  to  commercial 
production  in  this  decade.  In  situ  (or  in  place)  processing  is  in  the 
experimental  phase  and  commercial  application  of  this  technique 
cannot  be  expected  prior  to  1980. 

Bv  the  mid-1980's,  oil  shale  could  contribute  approximately  one 
million  barrels  of  oil  per  day  to  help  meet  the  nation's  growing  de- 
mands for  energy.  The  ultimate  potential  has  not  yet  geen  established, 
but  could  exceed  several  million  barrels  per  day. 

Coal 

The  President  discussed  several  factors  related  to  national  coal  pro- 
duction and  use  in  the  Energy  Message,  including  the  Clean  Air  Act, 
mining  legislation,  and  coal  research. 

In  1972,  production  of  bituminous  coal  and  lignite  is  estimated  at 
590  million  tons,  compared  with  603  million  tons  in  1970.  Of  the  1972 
production,  about  57  million  tons  were  exported  and  about  88  million 
tons  were  used  for  metallurgical  purposes,  leaving  about  445  million 
tons  for  use  as  steam  coal  in  domestic  boilers.  About  four-fifths  of  this 
domestic  steam  coal  is  burned  in  power  plants. 

The  President  is  committed  to  maintaining  a  strong  industry  to 
produce  our  most  abundant  domestic  fossil  fuel.  At  present  rates  of 
consumption,  known  reserves  could  supply  the  nation's  energy  needs 
for  at  least  300  years,  and  yet  coal  presently  supplies  less  than  20% 
of  our  energy  demands.  Production  has  remained  relatively  level  over 
the  past  several  years  despite  rapidly  increasing  energy  requirements. 
This  stagnation  has  been  attributed  to  some  degree  to  health  and  safety 
standards,  environmental  restrictions  on  the  sulphur  content  of  coal, 
possible  restrictions  on  strip  mining,  and  until  recently,  price  controls. 

Current  coal  production  is  split  roughly  evenly  between  surface 
mined  and  deep  mined  coal.  As  of  1972.  4  million  acres  of  land  had 
been  disturbed  by  surface  mining,  over  half  of  which  was  unreclaimed. 
Coal  mining  may  also  result  in  serious  damages  to  water,  land,  and 
property  due  to  acid  mine  drainage. 

The  President  earlier  discussed  his  proposed  Mined  Area  Protection 
Act  in  the  Natural  Resources  and  Environment  Message  on  February 
15,  1973.  That  bill  would  establish  Federal  requirements  and  guide- 
lines to  regulate  the  environmental  consequences  of  surface  and  under- 
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ground  mining.  The  bill  calls  for  stringent  standards  for  mining  and 
reclamation  and  encourages  reworking  and  reclamation  of  previously 
mined  areas.  In  any  state  that  does  not  enact  the  necessary  regulations 
or  enforce  them,  the  Federal  Government  would  be  authorized  to  do  so. 

The  Clean  Air  Act  affects  coal  production  and  utilization  because 
of  Federal  and  state  standards  on  emissions  of  sulphur  oxides.  Under 
the  Act,  EPA  set  ambient  air  quality  standards  to  limit  sulphur  oxides 
as  well  as  other  pollutants  in  the  air.  Primary  standards  are  set  to 
eliminate  health  damages  from  air  pollution  and  must  be  met  generally 
by  mid-1975.  Secondary  standards  are  set  to  eliminate  welfare  damages 
to  plants,  materials,  and  property  and  must  be  met  within  a  reasonable 
time. 

The  states  in  complying  with  the  Clean  Air  Act  set  regulations  on 
the  sulphur  oxide  emissions  from  fuel  combustion  sources  to  meet  air 
quality  standards.  Each  state  has  different  regulations  and  in  about 
half  the  states,  regulations  vary  from  region  to  region.  In  many  cases 
the  state  plans  were  designed  to  meet  both  primary  and  secondary  air 
quality  standards  simultaneously  in  1975,  although  the  Act  allows  for 
a  reasonable  time  to  meet  secondary  standards.  Many  states  set  strin- 
gent sulphur  oxide  emission  limitations  in  areas  already  meeting  both 
primary  and  secondary  ambient  air  quality  standards. 

If  all  state  regulations  were  put  into  effect  by  1975,  roughly  one- 
third  of  our  present  steam  coal  production  could  not  be  burned  without 
sulphur  removal  equipment.  If  all  of  this  coal  were  to  be  displaced, 
about  26,000  miners  would  be  out  of  work. 

Utilities  have  several  alternatives  for  compliance  with  the  state  regu- 
lations, the  most  significant  of  which  are  burning  low  sulfur  fuels  and 
installation  of  stack  gas  cleaning  equipment.  Increased  low  sulfur  coal 
production  can  be  attained  from  accelerated  production  from  existing 
mines  or  by  opening  new  mines.  The  regions  where  such  low  sulfur 
fuel  would  be  mined  include  Appalaehia  where  most  current  produc- 
tion of  low  sulphur  coal  exists,  and  in  the  states  west  of  the  Mississippi 
which  have  vast,  largely  untapped  reserves. 

Stack  gas  cleaning  technology  is  being  rapidly  developed.  Two  stack 
gas  cleaning  installations  in  Japan  have  shown  high  efficiency  of  sul- 
phur oxide  removal  and  very  little  lost  operating  time.  These  units 
were  developed  by  U.S.  manufacturers.  Xine  U.S.  stack  gas  cleaning 
units  have  been  installed  in  this  country,  and  these  are  in  various  stages 
of  solving  operating  problems.  Nineteen  additional  installations  are 
currently  planned  or  under  construction.  This  technology  should  begin 
to  become  available  in  relatively  small  quantities  to  help  meet  clean 
fuel  needs  in  1975. 

The  President  has  urged  the  states  to  adopt  the  policy  of  the  EPA 
Administrator  announced  last  December  to  delay  implementation  of 
state  secondary  sulfur  oxide  regulations  beyond  1975  where  stringent 
controls  are  not  needed  to  meet  primary  standards.  Roughly  40%  of 
current  coal  consumption  occurs  in  areas  already  meeting  both  the  pri- 
mary and  secondary  standards.  This  action  will  insure  that  limited 
supplies  of  clean  fuels  and  sulfur  removal  technology  will  be  utilized 
first  in  areas  which  need  them  to  meet  health  protective  standards.  It 
should  also  allow  continued  use  of  existing  high  sulfur  coal  supplies  to 
meet  energy  needs  until  sulphur  removal  equipment  is  available  in 
greater  quantities. 
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Geothermal  Energy 

Geothermal  energy  is  the  natural  heat  of  the  earth.  Water  and  steam 
serve  to  transfer  the  heat  to  the  earth's  surface.  These  areas  of  heat 
concentration  may  be  tapped  and  utilized  as  a  source  of  energy. 

The  present  uses  of  geothermal  resources  include  power  generation, 
space  heating  and  industrial  processing.  There  are  a  few  facilities  in 
operation  worldwide  which  utilize  geothermal  steam  for  electric 
energy,  particularly  in  Europe.  In  the  United  States,  the  Geysers  area 
in  California  presently  has  a  298  megawatt  (MW)  electric  generation 
facility  supplying  about  one-third  of  the  electric  power  needs  of  San 
Francisco  and  plans  are  being  developed  for  additional  facilities  of  404 
MWandolOMW. 

About  1.8  million  acres  of  land  in  our  western  states  have  now  been 
classified  as  being  within  Known  Geothermal  Resources  Areas 
(KGRA's),  according  to  the  U.S.  Geological  Survey.  An  additional 
9C  million  acres  are  listed  as  having  prospective  value  for  geothermal 
resources. 

Geothermal  energy  could  contribute  significantly  to  our  future  power 
needs  at  the  local  level.  Nationally,  geothermal  energy  will  be  less  sig- 
nificant because  our  resources  are  located  only  in  the  western  states. 

It  is  anticipated  that  about  4.000  MW  of  geothermal  electrical  capa- 
city will  be  aArailable  by  the  year  1985,  less  than  0.1%  of  our  total 
energy  needs.  By  the  year  2000,  geothermal  energy  is  expected  to  con- 
tribute as  much  as  1.5%  of  our  total  energy  needs.  Technological 
breakthroughs  may  increase  the  contribution  of  geothermal  energy  to 
our  total  power  supply. 

The  Geothermal  Steam  Act  of  1970  was  signed  by  the  President  on 
December  24,  1970.  This  Act  provides  for  the  leasing  of  public  lands 
for  geothermal  resource  development  under  the  management  of  the 
Department  of  the  Interior.  The  Administration's  program,  as  em- 
phasized in  the  President's  Energy  Message  of  June  4, 1971,  is  intended 
to  provide  for  the  utilization  of  geothermal  resources  under  environ- 
mentally safe  conditions  and  sound  resource  management  practices. 

It  is  expected  that  the  leasing  of  geothermal  resources  on  public 
lands  will  stimulate  development  of  this  resource.  The  Department  of 
the  Interior  is  making  progress  in  the  preparation  of  the  environmen- 
tal statement  for  the  geothermal  leasing  program  and  the  proposed 
geothermal  development  and  operating  regulations.  It  is  anticipated 
that  the  final  environmental  statement  will  be  issued  in  the  near  future. 
If  it  is  decided  to  proceed  with  the  program,  competitive  leases  in- 
corporating environmentally  safe  operating  and  development  prac- 
tices may  be  offered  within  a  few  months  after  publication  of  the  final 
environmental  statement. 

Nuclear  Power 

The  world's  first  nuclear  reactor  achieved  initial  operation  in  Chi- 
cago on  December  2,  1942,  launching  a  new  technology.  The  Atomic 
Energy  Commission,  organized  in  1946  to  direct  the  nation's  nuclear 
programs,  proceeded  with  reactor  development  and  in  1951  an  experi- 
mental unit  produced  for  the  first  time  a  small  amount  of  electric 
power.  Three  years  later,  the  AEC  formally  inaugurated  a  develop- 
mental effort  looking  toward  commercial  power  reactors.  In  1957  the 
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Shippingport  (Pa.)  plant  began  operation  as  the  first  reactor  produc- 
ing power  for  commercial  consumption. 

In  the  1950's  several  utilities  began  building  reactors  in  the  200,000 
kilowatt  (KW)  size  range.  The  next  scale  up,  to  400.000  to  500,000 
KW,  came  in  the  early  1960's  and  by  the  late  1960's  reactors  on  order 
had  advanced  to  the  1.000.000  KW  size  as  utilities  took  advantage  of 
improvements  in  the  economics  of  larger  plants. 

At  present.  30  nuclear  power  plants  are  in  operation,  60  are  under 
construction,  and  75  others  have  been  ordered. 

With  150  reactor  years  of  operating:  experience  in  the  United  States, 
the  safety  of  nuclear  power  has  been  clearly  proved. 

Xuclear  power,  now  providing  about  4%  of  the  nation's  electricity, 
will  account  for  up  to  25%  by  1985,  and  up  to  60%  by  the  end  of  the 
century.  Thus,  the  current  nuclear  capacitv  of  about  14,700.000  KW  is 
expected  to  grow  to  1,200.000.000  KW  by  the  year  2000. 

The  AEC  has  major  developmental  programs  underway  in  the 
energy  field — the  fast  breeder  reactor,  which  holds  the  promise  of 
making  reserves  of  uranium  fuel  last  for  centuries,  and  controlled 
thermonuclear  fusion  which,  if  harnessed  in  a  reactor,  would  use  the 
virtually  limitless  supplies  of  deuterium  in  seawater  as  fuel. 

Mandatory  Oil  Import  Program 

A  voluntary  oil  import  program  was  begun  in  1957.  The  Mandatory 
Oil  Import  Program  was  initiated  in  1959  on  the  basis  of  a  national 
security  finding  to  limit  low  priced  imports,  thus  providing  protection 
for  development  of  higher  cost  U.S.  production  and  refining  capacity. 
It  was  clear  that,  without  regulation,  market  forces  would  encourage 
U.S.  integrated  oil  companies  to  exploit  cheaper  foreign  reserves  of 
crude  oil  despite  the  risk  of  disruption  to  supply.  This,  in  turn,  could 
jeopardize  the  viability  of  the  U.S.  domestic  oil  industry.  In  the  1960's. 
the  program  did  serve  a  useful  purpose,  maintaining  a  healthy  domes- 
tic petroleum  industry  which  could  not  have  survived  in  direct  com- 
petition with  low  cost  Middle  Eastern  imports. 

Within  the  industry,  the  independent  refiners,  terminal  operators, 
jobbers  and  marketers  have  historically  all  received  the  great  majority 
of  their  supplies  (crude  or  products)  from  the  major  oil  companies, 
not  other  independents.  Sale  of  import  licenses  (tickets)  is  prohibited 
under  the  program.  Exchanges  of  tickets,  however,  have  been  com- 
mon. Exchanges  of  tickets  were  attractive  to  both  parties,  i.e..  inland 
independent  refiners  used  domestic  crude  produced  by  the  major  oil 
companies  and  the  major  oil  companies  imported  and  refined  the 
foreign  crude  using  the  inland  refiners*  tickets. 

In  1972,  prorationing  reached  the  100%  level:  U.S.  production 
capacitv  had  peaked  and  began  declining.  Between  1969  and  1972, 
total  oil  imports  rose  by  52%  to  4.7  million  barrels  per  day.  Imports 
for  1973  of  both  crude  oil  and  products  are  projected  at  6.0  million 
barrels  per  day.  In  early  1972.  landed  foreign  crude  prices  were  still 
lower  than  domestic  prices  and  the  sum  of  domestic  production  plus 
imports  was  equal  to  demand.  The  ticket  still  had  value  and  could  be 
traded,  thus  facilitating  full  operation  of  inland,  independent  re- 
fineries and  providing  ample  products  for  the  independent  marketers. 

In  1973,  landed  foreign  crude  and  product  prices  rose  significantly. 
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This  was  due  to  increased  OPEC  ownership  participation  in  produc- 
tion companies,  devaluation  of  the  dollar,  high  tanker  rates,  and  high 
spot  market  prices  for  scarce  low  sulphur  fuels.  With  increased  ticket 
allocations  (56%  increase  in  1973) ,  there  is  now  no  shortage  of  tickets. 
These  two  factors  have  made  import  tickets  of  little  or  no  value. 
Under  these  circumstances,  some  major  oil  companies  have  been  less 
willing  to  trade  tickets.  Thus,  many  independent  refiners  and  mar- 
keters have  had  problems  obtaining  supplies. 

To  respond  to  the  need  for  increasing  importation  of  crude  oil  and 
products,  the  President  in  1972  raised  the  import  quota  levels  twice  to 
ensure  adequate  supplies.  Quotas  were  totally  lifted  on  heating  oil 
in  December,  1972,  until  April  30,  1973,  and  the  1973  import  quota 
is  56%  higher  than  in  1972.  In  addition,  in  March  of  this  year,  the 
President  removed  all  limitations  on  the  amount  of  import  licenses 
which  can  be  issued  by  the  Oil  Import  Appeals  Board  (OIAB).  The 
OIAB  now  issues  these  licenses  to  any  party,  usually  a  refiner,  ter- 
minal operator,  or  marketer,  based  on  hardship.  These  actions,  coupled 
with  the  longer  range  actions  announced  today,  are  expected  to  reduce 
the  possible  near  term  fuel  shortages. 

The  President  has  instituted  the  most  sweeping  changes  since  the 
Program  was  begun  in  1959.  The  Program  is  being  restructured  to 
meet  both  the  current  needs  for  fuels  at  the  lowest  cost  to  the  consumer 
by  removing  the  current  tariffs,  while  at  the  same  time,  providing 
longer  term  stability  and  additional  incentives  for  increased  domestic 
exploration  and  production  and  new  refinery  construction  and  expan- 
sion by  providing  for  license  fees  to  be  imposed  on  imports  above  the 
1973  levels. 

Those  presently  holding  tickets  under  the  1973  program  will  be  able 
to  trade  these  valuable,  license  fee  exempt  import  licenses  for  domestic 
crude  oil  or  products.  This  should  help  alleviate  some  of  the  current 
distribution  problems  affecting  primarily  the  inland  independent  re- 
finers and  marketers.  The  licensee-fee  exempt  import  rights  will  be 
phased  out  over  seven  years,  to  minimize  Federal  involvement  and 
provide  for  more  efficient  market  operation.  The  President  also 
announced  specific  provisions  to  stimulate  the  construction  of  domestic 
refineries  and  plans  to  provide  for  increased  storage  to  minimize  the 
impact  of  possible  supply  interruptions. 

Deepwater  Ports 

There  are  at  least  60  ports  or  buoy  facilities  currently  in  operation 
worldwide  which  are  capable  of  handling  ships  of  175,000  deadweight 
tons  (DWT)  or  more.  These  facilities  generally  have  water  depths  of 
at  least  80  feet.  There  are  no  ports  in  the  United  States  now  capable 
of  handling  these  large  ships;  consequently,  the  U.S.  is  currently 
not  able  to  benefit  directly  from  the  significant  economic  savings  and 
environmental  benefits  from  the  use  of  offshore  ports  and  supertankers. 

With  a  few  exceptions,  the  United  States  has  a  shallow  continental 
shelf  and  no  natural  deepwater  harbors.  Most  major  U.S.  ports  are 
currently  dredged  to  depths  between  35  and  45  feet.  It  is  generally  not 
feasible  to  build  deepwater  ports  in  the  United  States  by  dredging  or 
improving  existing  harbors.  Thus,  most  deepwater  ports  would  have 
to  be  built  offshore  beyond  state  waters  in  international  waters,  some- 
times at  distances  of  twenty  or  thirty  miles  from  the  shoreline. 
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At  the  end  of  1971,  more  than  one-fourth  of  the  world's  total  oil- 
carrying  capacity  consisted  of  ships  in  the.  175,000  DWT  class  and 
over.  A  total  of  223  such  ships  were  in  operation  and  321  more  were 
on  order.  New  orders  represent  approximately  50%  of  existing  tanker 
tonnage  of  all  registries. 

Total  tanker  arrivals  for  the  4S  contiguous  states  in  1971  was  (i7.77<». 
with  .56.700  (84%)  of  these  in  Petroleum  Administration  District  I 
(PAD  I)  which  is  the  Eastern  Seaboard.  West  Coast  arrivals  totaled 
4.420  and  Gulf  Coast  arrivals  were  6,650.  Most  of  the  shipments  were 
products  from  the  Gulf  Coast  and  the  Caribbean  to  PAD  I.  The  aver- 
age size  of  the  ships  currently  carrying  imported  crude  is  about 
20.000  DWT. 

By  1980,  Eastern  Seaboard  (PAD  I)  imports  of  foreign  oil  by  very 
large  crude  carriers  (VLCC)  are  expected  to  average  between  1  and 
3.5  million  barrels  per  day.  virtually  all  of  which  will  come  from 
Africa  or  the  Persian  Gulf.  If  the  U.S.  does  not  rapidly  develop  deep- 
water  port  capability,  foreign  transshipment  terminals  in  the  Ba- 
hamas and  the  Canadian  Maritime  Provinces  will  probably  be  de- 
veloped by  U.S.  and  foreign  companies.  The  U.S.  will  then  be  serviced 
by  increasing  numbers  of  small  and  medium  sized  transshipment  ves- 
sels, increasing  the  risks  of  pollution  from  vessel  casualties  and  oper- 
ations and  requiring  expansion  of  conventional  port  facilities. 

Significant  economies  can  be  achieved  from  use  of  larger  vessels. 
Dollar  per  ton  freight  costs  could  be  reduced  nearly  30%  by  increas- 
ing tanker  size  from  65.000  to  250.000  DWT.  Greater  economies  can  be 
realized  utilizing  bigger  ships. 

The  environmental  advantage  of  offshore  deepwater  ports  is  that 
they  reduce  the  risks  of  collision  and  grounding  and  minimize  the 
probability  that  spilled  oil  will  reach  beaches  or  estuaries.  The  most 
valid  environmental  concern  involves  the  impact  of  primary  and  sec- 
ondary economic  development,  such  as  refineries  and  petrochemical 
plants,  associated  with  the  port.  These  risks  are  recognized  and  can 
be  controlled  through  land  use  planning  and  adequate  local  zoning. 
Dispersion  of  facilities  versus  concentration  with  only  a  few  ports 
would  probably  significantly  reduce  the  environmental  impact  on 
anv  particular  region. 

The  President  has  proposed  legislation  which  will  provide  author- 
ity for  the  Secretary  of  the  Interior,  in  consultation  with  other  con- 
cerned Federal  agencies  and  state  governments,  to  issue  a  license  in 
waters  beyond  state  jurisdiction  for  the  construction  and  operation  of 
deepwater  ports.  The  legislation  is  intended  to  simply  provide  a  com- 
plete legal  regime  for  licensing  beyond  the  three  mile  limit,  under 
strict  environmental  safeguards  and  with  provisions  for  navigation 
and  safety.  The  President  recognizes  the  importance  of  the  states  in 
developing  ports  and  associated  onshore  facilities.  The  legislation  does 
not  preempt  state  authority,  but  extends  state  laws  to  any  deepwater 
port  licensed  by  the  Department  of  the  interior,  as  long  as  those  laws 
are  not  in  conflict  with  Federal  laws. 

The  President's  legislation  makes  provision  for  issuance  of  the  neces- 
sarv  license  for  the  rights-of-wav  for  an  associated  pipeline  bv  amend- 
ing the  Outer  Continental  Shelf  Lands  Act  (OCSLA).  Under  the 
OCSLA,  the  Secretary  of  the  Interior  currently  grants  rights-of-way 
for  pipelines  constructed  to  bring  oil  and  gas  ashore  from  offshore 
drilling  operations. 
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Energy  Conservation 

Current  Federal  energy  conservation  programs  are  diffused  in  many 
Federal  departments  and  agencies.  The  President  has  directed  the 
establishment  of  an  Office  of  Energy  Conservation  within  the  De- 
partment of  the  Interior.  That  Office  will  coordinate  Federal  energy 
conservation  programs,  conduct  research  on  issues  related  to  energy 
conservation,  and  work  to  educate  the  public  on  energy  efficiency  and 
costs. 

Energy  demand  is  growing  more  rapidly  than  in  the  past,  now  at 
levels  of  4.8%  annually.  Some  sectors,  such  as  consumption  of  fuels  for 
electricity  and  transportation,  are  growing  at  significantly  faster  rates. 
Besides  the  impact  of  the  continually  increasing  U.S.  standard  of  liv- 
ing and  the  availability  of  more  labor  saving  devices  to  more  Ameri- 
cans, environmental  regulations  have  significantly  increased  energy 
consumption.  This  is  particularly  apparent  with  the  automobile,  where 
pollution  control  devices  have  reduced  engine  operating  efficiencies. 

The  President  directed  the  Department  of  Commerce,  in  coopera- 
tion with  the  Council  on  Environmental  Quality  and  the  Environ- 
mental Protection  Agency,  to  develop  a  voluntary  labeling  program 
which  would  apply  to  major  energ3^-consuming  home  appliances,  auto- 
mobiles and  auto  accessories.  Automobiles  and  home  appliances  ac- 
count for  approximately  20%  of  current  energy  demand.  Manufac- 
turers could  voluntarily  display  labels  providing  data  on  energy  use,  as 
well  as  a  rating  based  on  the  product's  efficiency  relative  to  other  sim- 
ilar projects.  Standard  testing  procedures  for  appliances  would  be 
developed  by  the  National  Bureau  of  Standards  and  for  autos  by  the 
Environmental  Protection  Agency.  As  a  first  step  toward  this  goal, 
the  Environmental  Protection  Agency  will  shortly  release  the  results 
of  its  tests  of  automotive  efficiency. 

In  the  last  two  years,  the  President  has  twice  directed  the  Depart- 
ment of  Housing  and  Urban  Development  to  strengthen  FHA  insula- 
tion requirements  for  single  and  multifamily  housing.  The  President 
has  now  directed  HUD  to  evaluate  extension  of  insulation  standards 
to  mobile  homes. 

The  President  directed  all  Federal  agencies  to  develop  programs  to 
conserve  energy.  These  programs  include  building  design  and  con- 
struction, procurement  of  energy  conserving  products  and  through 
taking  into  account  the  energy  impacts  of  their  major  actions.  The  new 
Office  of  Energy  Conservation  will  work  closely  with  the  Federal 
agencies  to  implement  this  directive. 

The  General  Services  Administration  is  constructing  a  new  Federal 
office  building  in  Manchester,  New  Hampshire,  using  advanced  energy 
conservation  techniques.  The  GSA  has  established  a  goal  of  reducing 
energy  use  by  20%  over  typical  buildings  of  the  same  size.  The 
National  Bureau  of  Standards  is  now  evaluating  energy  use  in  an 
actual  full  size  house  in  its  laboratories  in  Gaithersburg,  Maryland. 
When  this  evaluation  is  complete,  analytical  techniques  will  be  avail- 
able to  help  predict  energy  use  for  new  structures.  This  effort,  com- 
bined with  the  experience  gained  in  the  construction  and  operation  of 
the  demonstration  Federal  building,  will  provide  guidance  for  con- 
struction of  Federal  buildings  and  assist  architects  and  contractors  to 
help  them  conserve  energy. 
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Energy  Research  and  Development 

The  President  indicated  today  that  funding  for  energy  R&D  would 
continue  to  be  monitored  carefully  and  when  additional  funds  are 
essential  those  funds  would  be  provided. 

A  detailed  summary  of  the  specific  programs  is  attached.  The  high- 
lights of  the  President's  energy  R&D  program  follow. 

Coal.- — The  President's  fiscal  year  1974  budget  includes  a  ^7(o 
increase  to  $120  million  for  coal  R&D — or  a  300%  increase  since  11)70. 
Additional  funds  to  be  requested  would  further  increase  this  level. 
Major  programs  at  the  Department  of  the  Interior  to  expand  the  use 
of  coal  in  a  manner  compatible  with  the  environment  are : 

— liquefaction  and  precombustion  removal  of  pollutants. 

— high  BTU  coal  gasification  to  produce  pipeline  quality  gas. 

— low  BTU  coal  gasification  for  industrial  and  utility  use. 

Nuclear  Fission. — The  fiscal  year  1974  budget  provides  for  a  $63 
million  increase  for  AEC's  nuclear  fission  R&D  programs. 

Highlights  are: 

— a  $51  million  increase  to  maintain  the  pace  of  the  Liquid  Metal 
Fast  Breeder  Reactor  program  toward  the  goal  of  commercial 
demonstration  by  1980. 

— an  11%  increase  in  R&D  to  further  ensure  the  safety  of  the  cur- 
rent generation  of  light  water  reactors. 

Nuclear  Fusion. — The  AEC's  thermonuclear  fusion  program  is 
increased  35%  to  $88  million  in  the  fiscal  year  1974  budget.  This  pro- 
gram includes: 

— a  19%  increase  to  develop  controlled  thermonuclear  fusion  reac- 
tors through  magnetic  confinement. 

— a  59%  increase  to  develop  the  capability  to  initiate  a  thermonu- 
clear reaction  using  a  high  powered  laser. 

Solar  Energy. — The  solar  energy  program  would  triple,  from  $4 
million  in  fiscal  year  1973  to  $12  million  in  fiscal  year  1974.  The  pro- 
gram will  be  administered  by  the  National  Science  Foundation  and 
emphasize  the  development  of  solar  energy  for : 

— heating  and  cooling  of  buildings. 

— producing  and  converting  organic  materials  to  fuels. 

— generating  electricity. 

Additional  Environmental  Control  R&D. — In  addition  to  the  sub- 
stantial efforts  to  develop  cleaner  fuel  from  coal,  the  fiscal  year  1974 
budget  provides  for  a  24  percent  increase,  from  $38  to  $17  million,  for 
other  environmental  control  research  with  expected  near-term  benefits. 
This  includes  a  construction  of  the  TVA  demonstration  SOx  removal 
plant  as  well  as  continued  R&D  aimed  at  minimizing  the  thermal  effects 
of  power  plants. 

Other  R&D  Programs. — Other  energy  R&D  programs  include : 

— an  accelerated  effort  in  utilization  of  geotnermal  energy. 

— development  of  magnetohydrodynamic  (MHD)  devices,  in  co- 
operation with  the  Soviet  Union,  to  produce  electric  power  more 
efficiency  from  heat. 

Electric  Utility  ParticipaJion. — The  President  also  cited  the  im- 
portance of  non-Federal  energy  R&D  and  noted  with  pleasure  the 
formation  of  the  Electric  Power  Research  Institute.  He  indicated  that 
this  utility  R&D  organization,  with  a  budget  in  1974  exceeding  $100 
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million,  would  provide  additional  capability  to  accelerate  and  influence 
the  development  of  energy  technology.  The  President  also  urged  all 
State  utility  commissions  to  consider  permitting  increased  R&D  ex- 
penditures to  be  included  in  utility  rate  bases. 

International 

The  President  called  for  greater  cooperation  between  all  nations  on 
energy  matters.  He  specifically  noted  the  need  for  consuming  nations  to 
cooperate  to  ensure  that  ample  supplies  are  available  to  all  nations. 

Most  of  the  world's  oil  producing  nations  have  been  organized  into 
a  cartel  in  1960  called  the  Organization  of  Petroleum  Exporting  Coun- 
tries (OPEC).1  The  member  nations  provide  over  90  percent  of  the 
world's  current  oil  trade  and  75  percent  of  the  free  world  oil  reserves. 
Revenues  to  these  nations  in  1970  were  approximately  $7  billion;  and 
are  growing. 

In  early  1972  the  exporting  states  won  special  price  increases  from 
the  companies  to  compensate  for  devaluation  of  the  U.S.  dollar  and 
will  receive  similar  increases  in  1973.  Recently,  the  oil  companies  ac- 
cepted the  host  governments  as  partners  in  petroleum  operations. 
Under  the  agreements  worked  out  for  the  Persian  Gulf  states,  govern- 
ment equity  in  the  properties  will  rise  in  steps  from  an  initial  25  per- 
cent to  51  percent  by  1982. 

The  United  States  currently  imports  approximately  6.0  million  bar- 
rels per  day  of  crude  oil  and  petroleum  products.  The  products,  ap- 
proximately 2.2  million  barrels  per  day,  are  mostly  residual  fuel  oil  for 
the  Eastern  Seaboard  (2.3  million  barrels  per  day).  U.S.  imports  by 
source  can  be  summarized  as  follows : 


Million  barrels 
per  day 


Percent 


U.S.  oil  imports  (current,  by  source  of  origin): 

Canada 

Other  Western  Hemisphere 

Eastern  Hemisphere 

Total 


1.2 

20 

2.3 

38 

2.5 

42 

6.0 


(') 


i  33  percent  of  demand. 


The  nations  of  Western  Europe  and  Japan  are  highly  dependent  on 
foreign  sources  of  supply  for  fuels,  particularly  the  Middle  East. 


INTERNATIONAL  IMPORT  SUMMARY 
[Million  barrels  per  d?.y\ 


1972 

Established 
1973 

Established 
1980 

Current 

dependence 

on  oil 

(percent) 

U  nited  States 

4.7 

6.0 
15.5 
5.5 

10-12 
22-26 
10-13 

46 

14.4 

60 

Japan 

5.0 

75 

1  The  charter  members  were  Iran,  Iraq,  Kuwait.  Saudi  Arabia,  and  Venezuela.  Joining 
later  were  Qatar  (1961),  Libya  and  Indonesia  (1962),  Abu  Dhabi  (1967),  Algeria  (1969), 
and  Nigeria  (1971). 
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The  United  States  meets  regularly  with  these  other  consuming 
nations,  including  Canada  and  Australia,  as  a  member  of  the  Organiza- 
tion for  Economic  Cooperation  and  Development  (OECD). 

The  entire  world  faces  energy-related  problems  similar  to  those 
faced  by  the  United  States,  although  this  nation  is  more  fortunate  than 
many  with  vast  reserves  of  fossil  fuels.  The  President  proposed  greater 
international  cooperation  in  solving  these  problems  through  research 
and  development.  He  cited  the  recent  agreements  with  the  Soviet 
Union  to  exchange  information  on  fusion,  fission,  electric  generation, 
transmission  and  pollution  control  technology  and  to  jointly  pursue 
research  in  magnetohydrodynamics  (MHD). 

Energy  Organization 

In  March  1971,  the  President  proposed  legislation  to  create  a  Depart- 
ment of  Natural  Resources  which  would  have  included  important 
energy  policy  functions  and  programs.  The  92nd  Congress  did  not  act 
on  that  proposal. 

The  President  has  announced  a  number  of  changes  by  executive 
action  better  to  focus  and  implement  Federal  energy  programs  and 
coordinate  energy  matters  which  affect  many  agencies  and  involve  both 
domestic  and  international  considerations.  In  addition,  he  will  propose 
shortly  new  organizational  arrangements  which  require  Congressional 
approval. 

Steps  taken  by  the  President  include : 

— Established  a  Special  Energy  Committee  composed  of  his  Assist- 
ants for  Domestic  Affairs,  Foreign  Affairs,  and  Economic  Affairs. 
— Appointed  a  Special  Consultant  to  the  President  for  energy  mat- 
ters who  heads  a  staff  in  the  Office  of  the  President  to  support  the 
Special  Energy  Committee. 
— Issued,  today,  an  Executive  Order  formalizing  the  Energy  Com- 
mittee and  reaffirming  the  appointment  and  role  of  his  Special 
Consultant  for  Energy. 
— Appointed  in  January  1973  the  Counsellor  to  the  President  for 
Natural  Resources  who  coordinates  a  broad  range  of  domestic 
natural  resources,  environment  and  energy  matters. 
— Direct  the  Secretary  of  the  Interior  to  strengthen  his  Department's 
organization  for  energy  activities.  Actions  accomplished  to  date 
or  planned  include  creation  of  a  new  position  with  the  title  of 
Assistant  Secretary  for  Energy  and  Minerals,  a  new  Office  of 
Energy  Conservation,  and  increased  capability  for  energy  data 
and  analysis.  Capabilities  for  overseeing  and  coordinating  energy 
R.  &  D.  are  being  strengthened. 
— Placed  authority  in  the  Department  of  Treasury  for  direction  of 
the  Oil  Policy  Committee,  which  committee  coordinates  the  oil 
import  program  and  recommends  changes  in  the  program  to  the 
President. 

These  actions  will  help  improve  the  ability  of  the  Executive  Branch 
to  develop,  implement  and  coordinate  energy  programs,  but  they  are 
largely  interim  steps.  More  fundamental  changes  are  needed  and  the 
President  will  submit  legislation  to  the  Congress  establishing  a  De- 
partment of  Energv  and  Natural  Resources  (DEXR) .  This  legislation 
will  modify  the  President's  1971  proposal  for  DXR  to  provide  more 
emphasis  for  energy  policy  and  management. 
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FEDERAL  ENERGY  R.  &  D.  FUNDING 


Fiscal  year— 

1970 

1971           1972 

1973 

1974 

30.4 

49. 0           73. 5 

94.5 

119.9 

Type  of  energy  and  agency 

Coal  resources  development 

Production  aRd  utilization  R.  &  D.,  including  gasification, 
liquefaction,  and  MHD: 

DOI-OCR. 13.5            18.8  a0. 3  43.5  52.5 

DOI-BOM 13.2            15.4  14.7  19.8  18.1 

Mining  health  and  safety  research:  DOI-BOM 3.7           14.8  28.5  31.2  28.3 

Interior  central  fund  (part):  DOL. 21.0 

Petroleum  and  natural  gas 8.8           11.5  12.9  12.8  9.1 

Petroleum  extraction  technique:  DOI-BOM 2.7             2.7  3.2  3.1  3.1 

Nuclear  gas  stimulation:  AEC 3.7             6.1  7.1  7.2  4.0 

Oil  shale:  DOI-BOM 2.4             2.7  2.6  2.5  2.0 

Nuclear  fission 283.4         295.2  358.0  412.0  475.4 

Liquid  metal  fast  breeder  reactor: 

AEC 144.3          167.9  236.0  269.0  320.0 

TVA .2  3.0  3.0 

Other  civilian  nuclear  power:  AEC 108.5           96.6  86.8  98.0  90.5 

Nuclear  materials  process  development:  AEC 30.6           30.7  35.0  42.0  61.9 

Nuclear  fusion ^hl           4272  5278  eTlS  8871 

Magnetic  confinement:  AEC 34.3           32.2  33.3  39.6  47.3 

Laser:  AEC 3.2           10.0  19.5  25.9  41.2 

Sclar  energy:  NSF 1.7  4.2  12.2 

Geothermal  energy .2              .2  1.4  3.4  4.1 

NSF. .7  .7  1.4 

DOI-GS .2               .2  .7  2.5  2.5 

DOI-BOM _ .2  .2 

Electrical  generation,  transmission  and  storage 1.3  2.2  4.9  4.1 

NSF .5  1.3  2.4  ,i» 

DOL... .8  .9  1.0  1.0 

AEC. 1.5  2.2 

Control  technology  (stationary  sources) 28.6  38.1  47.5 

Air  pollution  control  technology:  EPA 19.8           17.4  24.5  29.5  21.5 

SOX  removal:  TVA 1.1  3.0  18.0 

Thermal  effects: 

EPA  ... .8               .6  .7  1.0  1.0 

AEC 1.5             1.8  2.3  4.6  7.0 


Executive  Order 


April  18,"  1973 


special  committee  on  energy  and  national  energy  office 

This  Administration  is  determined  to  continue  to  develop  a  more 
comprehensive,  integrated  national  energy  policy  to  meet  the  emerg- 
ing energy  challenge.  Many  steps  have  been  taken  toward  that  end, 
including  measures  to  increase  domestic  production  of  all  forms  of 
energy  without  violating  our  natural  environment,  to  conserve  the 
energy  we  produce,  to  better  utilize  our  current  resources,  and  to  use 
our  vast  scientific  and  technological  capacities  to  develop  new  sources 
and  new  forms  of  energy.  I  have  now  determined  that  in  order  to 
protect  and  promote  the  interests  of  the  people  of  the  United  States 
as  energy  users,  and  to  coordinate  the  policies  of  the  executive  branch 
in  this  area,  it  is  necessary  to  establish  a  Special  Committee  on  Energy 
and  a  National  Energy  Office. 
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Now,  therefore,  by  virtue  of  the  authority  vested  in  me  as  P 
dent  of  the  United  States  by  the  Constitution  and  statutes  of  the 

United  States,  it  is  hereby  ordered  as  follows  : 

SPECIAL  COMMITTEE   ON    ENEGRT 

Section  1.  Three  Assistants  to  the  President,  John  I).  Ehrlichman, 
Henry  A.  Kissinger,  and  George  p.  Shultz,  shall  constitute  a  Special 
Committee  on  Energy.  The  Director  of  the  National  Energy  Office 

shall  perform  his  functions  under  this  order  in  accordance  with  poli- 
cies and  guidance  provided  him  by  the  Special  Committee. 

ESTABLISHMENT   OF    THE    OFFICE 

Si  .  '2.  There  is  hereby  established  in  the  Executive  Office  of  the 
President  a  National  Energy  Office.  The  Office  shall  be  under  the.  im- 
mediate supervision  and  direction  of  a  Director  who  shall  be  desig- 
nated by  the  President.  The  Director  shall  report  to  the  President 
through  the  Special  Committee  on  Energy. 

1  UXCTIOXS    OF    THE    DIRECTOR 

Sec.  3.  (a)  The  Director  shall  advise  the  President,  through  the 
Special  Committee  on  Energy,  with  respect  to  all  Federal  energy 
programs,  activities,  and  related  matters. 

(b)  The  Director  shall  recommend  policies  and  guidelines  pertaining 
to  energy  matters  for  all  energy  related  programs  within  the  Exec- 
utive  Branch.  To  the  maximum  extent  permitted  by  law.  Federal 
officers  and  Federal  departments  and  agencies  shall  cooperate  with  the 
Director  in  carrying  out  his  functions  under  this  Order. 

(c)  In  addition,  the  Director  shall — 

(1)  assure  the  development  of  comprehensive  plans  and  pro- 
grams to  insure  the  availability  of  adequate  and  dependable  sup- 
plies of  energy : 

(2)  assure  that  Federal  energy  policy  is  properly  coordinated; 

( 3)  evaluate  all  such  programs : 

(4)  advise  the  heads  of  departments  and  agencies  of  his  find- 
ings and  recommendations,  when  appropriate; 

(5)  make  recommendations  to  the  Director  of  the  Office  of  Man- 
agement and  Budget  concerning  proposed  funding  of  energy 
programs  and  activities ; 

(6)  constitute  a  clearinghouse  for  the  prompt  consideration 
of  energy  problems  brought  to  his  attention  by  Federal  depart- 
ments and  agencies  and  by  other  public  and  private  entities,  or- 
ganizations, agencies,  or  individuals:  and 

(7)  report,  through  the  Special  Committee  on  Energy,  from 
time  to  time,  to  the  President  concerning  the  foregoing. 

Richard  Nixon. 
The  White  House,  April  18, 1973. 


STATEMENT 


June  29,  1973 


One  of  the  most  critical  problems  on  America's  agenda  today  is  to 
meet  our  vital  energy  needs. 

Two  months  ago  I  announced  a  comprehensive  program  to  move 
us  forward  in  that  effort.  Today  I  am  taking  the  following  additional 
measures : 

First,  I  am  appointing  John  A.  Love,  Governor  of  Colorado,  to 
direct  a  new  energy  office  that  will  be  responsible  for  formulating  and 
coordinating  energy  policies  at  the  Presidential  level. 

Second,  I  am  asking  the  Congress  to  create  a  new  Cabinet-level 
department  devoted  to  energy  and  natural  resources  and  a  new  in- 
dependent Energy  Research  and  Development  Administration. 

Third,  I  am  initiating  a  $10  billion  program  for  research  and 
development  in  the  energy  field,  which  will  extend  over  the  next  five 
years. 

Finally,  I  am  launching  a  conservation  drive  to  reduce  anticipated 
personal  consumption  of  energy  resources  across  the  Nation  by  5 
percent  over  the  next  twelve  months.  The  Federal  Government  will 
take  the  lead  in  this  effort,  by  reducing  its  anticipated  consumption 
by  7  percent  during  this  same  period. 

America  faces  a  serious  energy  problem.  While  we  have  only  6 
percent  of  the  world's  population,  we  consume  one-third  of  the  world's 
energy  output.  The  supply  of  domestic  energy  resources  availaible  to  us 
is  not  keeping  pace  with  our  ever-growing  demand,  and  unless  we  act 
swifty  and  effectively,  we  could  face  a  genuine  energy  crisis  in  the 
foreseeable  future. 

Progress  Since  April 

On  April  18,  I  submitted  a  message  to  the  Congress  discussing  the 
energy  challenge  and  the  steps  necessary  to  meet  it.  That  message 
emphasized  that  as  we  work  to  conserve  our  energy  demands,  we  must 
also  undertake  an  intensive  effort  to  expand  our  energy  supplies.  I  am 
happy  to  report  that  many  of  these  steps  are  already  underway,  and 
that  they  are  proving  effective. 

— At  least  eicrht  oil  companies  have  made  firm  decisions  to  under- 
take significant  refinery  construction  projects.  Within  the  next 
three  years  these  projects  will  increase  refinery  capacity  by  more 
than  1.5  million  barrels  daily — a  10  percent  increase  over  exist- 
ing capacity. 
— We  have  announced  and  carried  out  a  voluntary  oil  allocation  pro- 
gram to  help  provide  farmers  and  essential  government  and  health 
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services,  as  well  as  independent  refiners  and  marketers,  with  an 
equitable  share  of  available  petroleum. 

—  A.  great  deal  of  oil  from  the  Outer  Continental  Shelf  and  other 
Federal  lands,  which  has  traditionally  been  retained  by  the  pro- 
ducers, has  been  allocated  to  small  independent  refiners  to  aug- 
ment their  present  supplies.  That  figure  has  already  reached  100 
thousand  barrels  of  oil  per  day  and  will  increase  to  160  thousand 
by  mid-xVugnst. 

— The  Council  on  Environmental  Quality  has  begun  a  study  of  the 
environmental  impact  of  drilling  on  the  Atlantic  Outer  Conti- 
nental Shelf  and  in  the  Gulf  of  Alaska.  The  study  is  scheduled 
for  completion  by  next  spring. 

— The  Senate  Committee  on  Interior  and  Insular  Affairs  has 
reported  out  legislation  which  would  finally  permit  the  construc- 
tion of  an  Alaskan  pipeline.  Legislation  will  shortly  be  reported 
out  in  the  House  of  Representatives.  Since  construction  of  that 
pipeline  would  provide  two  million  barrels  of  domestic  oil  a  day, 
I  again  urge  that  the  Congress  give  swift  approval  to  this 
legislation. 

— The  Office  of  Energy  Conservation  and  the  Office  of  Energy  Data 
and  Analysis  have  been  established  at  the  Department  of  the 
Interior.  Although  not  yet  fully  staffed,  they  are  now  beginning 
to  provide  information  we  must  have  to  proceed  with  our  devel- 
oping energy  policy. 

— The  Commerce  Department  has  proposed  regulations  covering  the 
labeling  of  household  appliances  so  that  consumers  can  make  com- 
parisons of  the  efficiency  with  which  the  appliances  consume 
energy. 

— The  Environmental  Protection  Agency  has  published  information 
on  gasoline  mileage  for  1973  automobiles. 

- — The  Department  of  State  is  taking  steps  to  consult  with  the  major 
oil-producing  nations  to  develop  the  cooperative  arrangements 
needed  to  ensure  adequate  and  stable  sources  of  oil  in  the  future. 
We  are  also  working  closely  with  the  other  major  oil-consuming 
nations  in  studying  ways  of  meeting  growing  world  demand  for 
energy  supplies.  These  include  emergency  sharing  arrangements, 
as  well  as  stockpile  and  rationing  programs  which  might  lead  to 
more  coordinated  policies  for  meeting  oil  supply  shortages  should 
they  occur  in  the  future. 

Several  of  the  steps  which  I  announced  in  April  were  in  the  form 
of  legislative  proposals  which  will  help  to  increase  energy  supplies. 
They  called  for  the  Alaskan  pipeline,  competitive  pricing  of  natural 
gas,  licensing  of  deepwater  ports,  streamlining  of  powerplant  siting, 
and  a  rational  framework  for  controls  over  surface  mining.  Only  the 
pipeline  request  has  been  finally  acted  on  in  conlmittee.  I  hope  the 
Congress  will  now  act  quickly  and  favorably  on  my  other  requests. 

These  steps  are  a  beginning.  But  they  are  only  a  beginning. 

Keorganization 

The  acquisition,  distribution,  and  consumption  of  energy  resources 
have  become  increasingly  complex  and  increasingly  critical  to  the 
functioning  of  our  economy  and  our  society.  But  the  organization  of 
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the  Federal  Government  to  meet  its  responsibilities  for  energy  and 
other  natural  resource  policies  has  not  changed  to  meet  the  new  de- 
mands. The  Federal  Government  cannot  effectively  meet  its  ol 
tions  in  these  areas  under  the  present  organizational  structures,  and 
the  time  has  come  to  change  them. 

Energy  Policy  Office 

Effective  immediately,  the  duties  of  the  Special  Energy  Committee 
and  National  Energy  Office  which  I  set  up  2  months  ago  to  advise 
and  assist  in  the  preliminary  organizational  phases  of  the  Federal  re- 
sponse to  the  energy  challenge  will  be  combined  in  an  expanded  Energy 
Policy  Office  within  the  Executive  Office  of  the  President.  This  office 
will  be  responsible  for  the  formulation  and  coordination  of  energy  pol- 
icies at  the  Presidential  level. 

This  office  will  be  headed  by  Governor  Love,  who  will  be  an  As- 
sistant to  the  President  as  well  as  Director  of  the  Energy  Policy  Office. 
He  will  spend  full  time  on  this  assignment  and  will  report  directly 
to  me.  My  Special  Consultant  on  energy  matters.  Charles  DiBona,  will 
continue  in  his  present  advisory  capacity,  working  within  the  new 
office. 

Department  of  Energy  and  Natural  Resources 

Two  years  ago  I  sent  to  the  Congress  my  proposals  for  a  sweeping 
reorganization  of  executive  departments  and  independent  agencies  to 
provide  an  executive  branch  structure  more  responsive  to  the  basic 
goals  of  public  policy.  One  of  those  proposals  called  for  a  Department 
of  Xatural  Resources. 

During  the  time  these  proposals  have  been  receiving  the  considera- 
tion of  the  Congress,  my  Administration  has  continued  to  refine  and 
improve  them.  It  has  become  increasingly  obvious  that  reorganiza- 
tion is  imperative,  and  nowhere  more  clearly  so  than  in  the  areas  of 
natural  resources  and  related  energy  matters. 

I  am  therefore  proposing  today  the  establishment  of  a  new  Cabinet- 
level  Department  of  Energy  ancl  Xatural  Resources,  responsible  for 
the  balanced  utilization  and  conservation  of  America's  energy  and 
natural  resources. 

The  Department  of  Energy  and  Xatural  Resources  would  take 
charge  of  all  of  the  present  activities  of  the  Department  of  the  Inte- 
rior, except  the  Office  of  Coal  Research  and  certain  other  agency  re- 
search and  development  programs,  which  would  be  transferred  to  a 
new  Energy  Research  and  Development  Administration.  It  would  also 
assume  the  responsibilities  of  the  Forest  Service  and  certain  water 
resource  activities  of  the  Soil  Conservation  Service  from  the  Depart- 
ment of  Agriculture:  the  planning  and  funding  of  the  civil  func- 
tions of  the  Army  Corps  of  Engineers:  the  duties  of  the  National 
Oceanic  and  Atmospheric  Administration  of  the  Department  of  Com- 
merce, the  uranium  and  thorium  assessment  functions  of  the  Atomic 
Energv  Commission,  the  functions  of  the  interagency  Water  Resources 
Council,  and  gas  pipeline  safety  functions  of  the  Department  of 
Transportation. 

Energy  Research  and  Development  Administration 

I  am  further  proposing  to  the  Congress  that  we  create  an  Energy 
Research  and  Development  Administration. 
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The  new  Administration  would  have  central  responsibility  for  the 
planning,  management  and  conduct  of  the  Government's  energy  re- 
search and  development  and  for  working  with  industry  so  that 
promising  new  technologies  can  be  developed  and  put  promptly  to 
work.  The  new  Administration  would  be  organized  to  give  significant 
new  emphasis  to  fossil  fuels  and  potential  new  forms  of  energy,  while 
also  assuring  continued  progress  in  developing  nuclear  power. 

In  order  to  create  the  new  Administration,  the  present  functions  of 
the  Atomic  Energy  Commission,  except  those  pertaining  to  licensing 
and  related  regulatory  responsibilities,  would  be  transferred  to  it  as 
would  most  of  the  energy  reseach  and  development  programs  of  the 
Department  of  Interior.  The  scientific  and  technological  resources  of 
the  AEC  should  provide  a  solid  foundation  for  building  a  well-con- 
ceived and  well-executed  effort. 

Under  my  proposal,  the  five-member  organization  of  the  AEC  would 
be  retained  to  provide  direction  for  a  separate  and  renamed  Nuclear 
Energy  Commission  which  would  carry  on  the  important  licensing  and 
regulatory  activities  now  within  the  AEC.  In  addition,  I  have  asked 
that  a  comprehensive  study  be  undertaken,  in  full  consultation  with 
the  Congress,  to  determine  the  best  way  to  organize  all  energy-related 
regulatory  activities  of  the  Government. 

Research  and  Development 

While  we  must  rely  on  conventional  forms  of  fuel  to  meet  our  imme- 
diate energy  needs,  it  is  clear  that  the  answer  to  our  long-term  needs 
lies  in  developing  new  forms  of  energy. 

With  this  necessity  in  mind,  I  am  taking  three  steps  immediately  to 
enlarge  our  Federal  energy  research  and  development  efforts. 

First,  I  am  initiating  a  Federal  energy  research  and  development 
effort  of  $10  billion  over  a  five-year  period,  beginning  in  fiscal  year 
1975.  To  give  impetus  to  this  drive,  I  am  directing  that  an  additional 
$100  million  in  fiscal  year  1974  be  devoted  to  the  acceleration  of  cer- 
tain existing  projects  and  the  initiation  of  new  projects  in  a  number 
of  critical  research  and  development  areas.  At  least  one-half  of  the 
funding  for  the  new  initiatives  for  this  coming  fiscal  year  will  be 
devoted  to  coal  research  and  development  with  emphasis  on  producing 
clean  liquid  fuels  from  coal,  improving  mining  techniques  to  increase 
coal  mining  safety  and  productivity,  accelerating  our  coal  gasification 
program  and  developing  improved  combustion  systems.  The  remainder 
of  the  $100  million  will  be  for  research  and  development  projects  on 
advanced  energy  conversion  systems,  environmental  control,  exo- 
thermal steam,  conservation,  and  gas-cooled  nuclear  reactors.  While 
it  is  essential  that  we  maintain  the  present  budget  ceiling  for  fiscal  year 
1974,  these  vital  programs  must  and  can  be  funded  within  that  ceiling. 

Second,  I  am  directing  the  Chairman  of  the  Atomic  Energy  Com- 
mission to  undertake  an  immediate  review  of  Federal  and  private 
energy  research  and  development  activities,  under  the  general  direc- 
tion of  the  Energy  Policy  Office,  and  to  recommend  an  integrated 
energy  research  and  development  program  for  the  Nation.  This  pro- 
gram should  encourage  and  actively  involve  industry  in  cooperative 
efforts  to  develop  and  demonstrate  new  technologies  that  will  permit 
better  use  of  our  energy  resources.  I  am  also  directing  the  Chairman, 
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in  consultation  with  the  Department  of  the  Interior  and  other  agencies, 
to  recommend  by  September  1  of  this  year  specific  projects  to  which 
the  additional  $i00  million  would  be  allocated  during  fiscal  year  1974. 
By  December  1  of  this  year,  I  am  asking  for  her  recommendations  for 
energy  research  and  development  programs  wThich  should  be  included 
in  my  fiscal  year  1975  budget. 

Third,  I  am  establishing  an  Energy  Research  and  Development 
Advisory  Council  reporting  to  the  Energy  Policy  Office,  to  be  com- 
posed of  leading  experts  in  various  areas  of  energy  research  and  de- 
velopment from  outside  the  Government. 

I  feel  that  these  steps  will  greatly  improve  and  expand  our  current 
energy  research  and  development  effort  and  will  ensure  the  develop- 
ment of  technologies  vital  to  meeting  our  future  energy  needs. 

Conservation 
The  Federal  Effort 

In  my  Energy  Message  of  April  18, 1  announced  preliminary  steps 
to  conserve  America's  fuel  supplies.  I  said  at  that  time  that  while 
energy  conservation  is  a  national  necessity,  conservation  efforts  could 
be  undertaken  on  a  voluntary  basis.  I  still  believe  this. 

However,  public  persuasion  alone  is  not  sufficient  to  the  challenge 
confronting  us.  The  Federal  Government  is  the  largest  consumer  of 
energy  in  the  country  and,  as  such,  it  hasi  ts  own  unique  role  to  play 
in  reducing  energy  consumption  and  thus  setting  an  example  for  all 
consumers. 

Effective  today,  I  am  therefore  ordering  the  Federal  Government 
to  achieve  a  seven  percent  reduction  in  its  anticipated  energy  consump- 
tion over  the  next  12  months. 

I  have  directed  the  heads  of  all  Cabinet  departments  and  other 
Federal  agencies  to  report  by  July  31  on  the  specific  steps  they  will 
take  to  meet  this  target.  Secretary  Morton  will  be  responsible  for 
monitoring  agency  efforts  and  reporting  their  progress  to  me. 

These  conservation  measures  are  to  be  designed  to  ensure  that  no 
vital  services  are  impaired  nor  the  proper  functioning  of  these  depart- 
ments and  agencies  curtailed.  Exceptions  will  be  permitted  only  in 
unique  circumstances,  such  as  the  program  of  uranium  enrichment  at 
the  AEC  where  a  substantial  reduction  in  energy  consumption  would 
have  a  detrimental  effect  on  our  efforts  to  provide  new  forms  of  energy. 

While  the  precise  means  of  conserving  energy  will  be  left  to  the  dis- 
cretion of  Cabinet  and  agency  heads,  I  am  directing  that  conservation 
efforts  include  the  following  measures : 

— Reduction  in  the  level  of  air  conditioning  of  all  Federal  office 
buildings  throughout  the  summer. 

— Reduction  in  the  number  of  official  trips  taken  by  Federal  em- 
ployees. 

— Purchase  or  leasing  of  automobiles  and  other  vehicles  which  pro- 
vide good  gasoline  mileage. 

Each  department  and  agency  is  expected  to  review  all  of  its  activities 
to  determine  how  its  own  demands  might  be  reduced.  The  Department 
of  Defense,  the  largest  single  consumer  of  energy  within  the  executive 
branch,  has  already  examined  its  activities  and  has  taken  steps  to 
reduce  its  energy  demands  by  10  percent  over  last  year — steps  which 
will  in  no  way  jeopardize  our  military  preparedness. 
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Conservation  in  the  Private  Sector 

I  am  also  directing  all  departments  and  agencies  to  work  closely 
with  Secretary  Morton  and  the  Office  of  Energy  Conservation  in  the 
development  of  long-term  energy  conservation  plans  and  recommenda- 
tions for  both  the  private  and  the  public  sector. 

At  my  request,  the  Secretary  of  the  Interior,  the  Secretary  of  Com- 
merce and  Governor  Love  are  to  meet  with  representatives  of  American 
industry  to  discuss  ways  of  cutting  back  on  unnecessary  consumption 
of  energy  and  to  urge  their  active  participation  in  the  conservation 
effort. 

Further.  I  have  directed  the  Secretary  of  Transportation  to  work 
with  the  Nation's  airlines,  the  Civil  Aeronautics  Board,  and  the  Fed- 
eral Aviation  Administration  to  reduce  flight  speeds,  and,  where  possi- 
ble, the  frequency  of  commercial  airline  flights.  This  effort  is  now 
underway.  By  effecting  only  a  small  reduction  in  speeds  and  flights, 
it  is  possible  to  achieve  significant  reductions  in  energy  consumption. 

Placing  the  Challenge  in  Perspective 

As  these  measures  cover  a  broad  range  of  activities  in  the  public  and 
private  sectors,  I  want  to  put  both  the  problem  and  the  proposed 
conservation  measures  into  perspective.  We  all  need  to  understand  the 
dimensions  of  the  challenge,  as  well  as  the  significance  of  the  role  every 
single  American  has  to  play  in  meeting  it. 

The  Department  of  the  Interior  estimates  that  under  the  condi- 
tions of  current  usage,  our  available  supply  of  gasoline  this  summer 
could  fall  short  of  demand  by  one  or  two  percent  and  possibly  as  much 
as  five  percent  should  the  most  adverse  conditions  prevail.  To  overcome 
this  potential  shortage,  and  to  reduce  pressure  on  supplies  of  other 
energy  resources,  I  am  suggesting  that  a  reasonable  and  attainable  na- 
tional goal  is  to  reduce  anticipated  energy  use  by  individual  consumers 
by  five  percent. 

We  can  achieve  this  goal  by  making  very  small  alterations  in  our 
present  living  habits,  for  steps  such  as  those  we  are  taking  at  the 
Federal  level  can  be  taken  with  equal  effectiveness  by  private  indi- 
viduals. We  need  not  sacrifice  any  activities  vital  to  our  economy  or  to 
our  well-being  as  a  people. 

Raising  the  thermostat  of  an  air  conditioner  by  just  4  degrees,  for 
instance,  will  result  in  a  saving  of  an  estimated  15-20  percent  in  its 
use  of  electricity. 

Just  as  the  Government  can  obtain  energy  efficient  automobiles, 
private  citizens  can  do  the  same.  Nearly  three-quarters  of  the  gasoline 
used  in  America  is  consumed  by  automobiles. 

Those  who  drive  automobiles  can  also  assist  by  driving  more  slowly. 
A  car  travelling  50  miles  per  hour  uses  20  to  25  percent  less  gasoline 
per  mile  than  the  same  car  travelling  70  miles  per  hour.  Carpooling 
and  using  public  transportation  will  result  in  further  fuel  savings. 

In  order  to  help  reduce  driving  speeds,  I  am  today  taking  the  ad- 
ditional step  of  writing  to  each  of  the  Nation's  Governors,  asking 
them  to  work  with  their  State  legislatures  to  reduce  highway  speed 
limits  in  a  manner  consistent!  with  safety  and  efficiency,  as  well  as  with 
energy  needs. 
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I  also  continue  to  urge  the  Congress  to  pass  highway-mass  transit 

legislation  which  would  provide  States  and  localities  flexibility  to 
choose  between  capital  investment  in  highways  or  mass  transit.  Diver- 
sion of  some  commuter  traffic  from  single  occupant  automobiles  to 
mass  transit  will  result  in  significant  energy  and  environmental  bene- 
fits, and  at  the  same  time,  permit  the  highways  to  be  operated  in  the 
efficient  manner  for  which  they  were  designed. 

Energy  conservation  is  not  just  sound  policy  for  the  country,  it  is 
also  good  economics  for  the  consumer. 

Changing  to  a  more  efficient  automobile,  for  example,  could  produce 
savings  of  as  much  as  one  thousand  gallons  of  gas  in  the  course  of  a 
year.  A  savings  of  one  thousand  gallons  of  gas  equals  a  personal  sav- 
ings of  approximately  $400. 

Cutting  down  on  air  conditioning  and  heating,  of  course,  also  cuts 
down  on  the  family  gas  or  electric  or  oil  bill. 

Actions  to  reduce  the  rate  of  growth  in  energy  demands  will  also 
improve  our  ability  to  protect  and  improve  the  quality  of  our  en- 
vironment. 

The  conservation  of  existing  energy  resources  is  not  a  proposal ;  it  is 
a  necessity.  It  is  a  requirement  that  will  remain  with  us  indefinitely, 
and  it  is  for  this  reason  that  I  believe  that  the  American  people  must 
develop  an  energy  conservation  ethic. 

As  a  matter  of  simple  prudence  and  common  sense,  we  must  not 
waste  our  resources,  however  abundant  they  may  seem.  To  do  other- 
wise, in  a  world  of  finite  resources,  reflects  adversely  upon  what  we  are 
as  a  people  and  a  Xation. 

Conclusion 

We  face  a  challenge  in  meeting  our  energy  needs.  In  the  past,  the 
American  people  have  viewed  challenges  as  an  opportunity  to  improve 
our  Xation,  and  to  move  forward.  The  steps  I  have  outlined  above 
are  not  meant  to  be  conclusive.  They  are  part  of  the  ongoing  process. 

I  urge  the  Congress  to  act  with  due  concern  for  our  energy  needs 
by  rapid  consideration  of  all  of  my  legislative  proposals  in  this  field, 
especially  my  request  to  clear  the  way  for  the  Alaskan  pipeline. 

Over  the  coming  years  it  is  essential  that  we  increase  our  supplies 
of  energy. 

I  urge  the  members  of  the  Federal  Government  to  play  their  role 
in  meeting  the  spirit  and  the  letter  of  my  energy -conservation 
directives. 

I  urge  private  industry  to  respond  with  all  the  imagination  and  re- 
sourcefulness that  has  made  this  Xation  the  richest  on  earth. 

But  the  final  question  of  whether  we  can  avoid  an  energy  crisis 
will  be  determined  by  the  response  of  the  American  people  to  their 
country's  needs.  In  the  past,  whenever  we  have  been  faced  with  real 
?hallenges.  the  American  people  have  joined  together  to  share  in  the 
common  interest. 

I  am  confident  we  will  do  so  now. 

Richard  M.  Nixon. 

The  White  House,  June  29,  1973. 
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Background 


On  April  18,  1973,  the  President's  Energy  Message  to  the  Confess 
outlined  the  energy  challenge  facing  America  and  announced  initial 
steps  to  meet  that  challenge.  That  message  pointed  out  that  the  United 
States  has  only  six  percent  of  the  world's  population  but  consumes 
approximately  one-third  of  the  world's  total  energy  production.  For 
the  past  several  years,  the  United  States  has  been  consuming  energy 
at  a  faster  rate  than  it  has  been  developing  new  domestic  supplies.  The 
result  has  been  increased  reliance  on  foreign  energy  sources,  with  over 
30  percent  of  our  current  petroleum  needs  coming  from  abroad  and 
the  increasing  likelihood  of  domestic  energy  shortages. 

The  President's  Energy  Message  announced  a  number  of  initiatives 
to  encourage  the  development  of  the  Nation's  domestic  energy  resources 
base  and  he  called  for  a  comprehensive  effort  to  reduce  the  growth  in 
our  energy  consumption. 

Seven  pieces  of  legislation  important  to  the  improvement  of  our 
energy  situation  have  been  submitted  to  the  Congress  and  are  now 
awaiting  action.  This  proposed  legislation  includes : 

— Electric  Facilities  Siting  Act 

— Mined  Areas  Protection  Act 

— Mineral  Leasing  Act  Amendments 

— Bureau  of  Land  Management  Organic  Act 

— Santa  Barbara  Channel  legislation 

— Deepwater  Port  Facilities  Act 

— Natural  Gas  Supply  Act 

Significant  Developments  Since  April  18 

Since  the  President's  April  18  message,  the  following  actions  have 
been  taken: 

— Eight  oil  companies  have  decided  to  build  new  refinery  capacity. 
The  expanded  refinery  capacity  of  about  1.5  million  barrels  per 
dav — a  10  percent  increase  over  existing  capacity — will  be  avail- 
able in  about  3  vears.  Additional  decisions  are  expected  shortly. 

— A  voluntary  oil  allocation  program  has  been  established  in  an 
effort  to  provide  priority  customers,  refiners  and  marketers  an 
equitable  share  of  gas  and  oil. 

— The  Office  of  Energy  Conservation  and  the  Office  of  Energy  Data 
and  Analysis  have  been  established  in  the  Department  of  the 
Interior. 

■ — The  total  allocation  to  small  refiners  of  royalty  oil  available  to  the 
Government  from  leases  on  the  Outer  Continental  Shelf  and  on 
Federal  lands  has  reached  100,000  barrels  per  day.  It  is  anticipated 
that  about  60,000  additional  barrels  per  day  will  be  available 
for  allocation  and  that  this  will  be  completed  by  mid- August. 
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— The  Semite  Committee  on  Interior  and  Insular  Affairs  has  re- 
ported out  legislation  which  would  remove  right-of-wav  restric- 
tions preventing  construction  of  the  Alaska  Pipeline.  Hearings 
are  being  held  in  the  House.  The  pipeline  would  be  able  to  provide 
2  million  barrels  of  oil  per  day. 

— The  Council  on  Environmental  Quality  has  begun  a  study  of  the 
environmental  impact  of  drilling  on  the  Atlantic  Outer  Conti- 
nental Shelf  and  the  Gulf  of  Alaska  ;  the  study  is  to  be  completed 
next  spring. 

— The  Commerce  Department  has  issued  proposed  regulations  cov- 
ering the  labelling  of  household  appliances  to  show  energy 
efficiency. 

— The  Environmental  Protection  Agency  has  published  informa- 
tion on  gasoline  mileage  for  all  197')  automobiles. 

— The  Department  of  State  is  taking  steps  to  consult  with  the  major 
oil  producing  and  consuming  nations  to  develop  cooperative  ar- 
rangements to  provide  adequate  and  stable  ways  to  meet  the 
world's  growing  energy  demands. 

Organization  of  Federal  Energy  and  Xatural  Resource  Activities 

Stimmcury 

The  President  upgraded  and  strengthened  White  House  arrange- 
ments for  energy  policy  by  appointing  an  Assistant  to  the  President 
for  Energy  who  will  head  the  Energy  Policy  Office. 
The  President  is  proposing  legislation  which  would : 
— Establish  a  Department  of  Energy  and  Xatural  Resources  con- 
sisting of   functions  transferred   from   the   Department   of  the 
Interior  and  several  other  agencies. 
— Establish  a  new  independent  agency,  the  Energy  Research  and 
Development    Administration    (ERDA).   to    focus    all    Federal 
energy  R&D. 
— Retain  the  five-member  commission  organization  of  the  AEC  to 
carry  on  the  licensing,  regulatory  and  related  environmental  and 
safety  functions  of  that  agency  but  under  a  new  name,  Xuclear 
Energy  Commission. 
The  President  has  directed  that  a  comprehensive  study  be  under- 
taken of  Federal  energy  regulatory  activities,  looking  to  possible  re- 
organization of  these  activities. 

Energy  PoVcy  Office  (EPO  ) 

The  President  has  created  an  Energy  Policy  Office  in  the  Executive 
Office  of  the  President.  The  EPO  will  replace  the  Special  Committee 
on  Energy.  It  will  also  expand  upon  the  role  of  the  Xational  Energy 
Office  (created  by  Executive  Order  11712)  which  helped  guide  the  de- 
velopment of  the  Administration's  energy  policies  including  the  new 
government-wide  organizational  arrangements.  The  Office  will  be 
headed  by  a  Director  who  will  also  serve  as  Assistant  to  the  President 
for  Energy.  The  Director  will  serve  as  the  President's  principal  en- 
ergy advisor  and  be  responsible  for  identifying  major  problems,  re- 
viewing alternatives,  making  policy  recommendations,  assuring  that 
agencies  develop  short,  and  long  range  plans,  and  for  monitoring  the 
implementation  of  approved  energy  policies. 
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The  Department  of  Energy  and  Natural  Resources  (DENR) 

This  new  Department  would  be  Responsible  for  the  balanced  utiliza- 
tion and  conservation  of  our  Nation's  energy  and  natural  resoi 
The  Department  would  bring  together  and  realign  many  related  Fed- 
eral programs  which  are  now  scattered  among  se  sreral  departments  and 
agencies.  DEN  R  would  have  the  responsibility  for  assuring  that  future 
demands  for  water,  timber,  minerals  and  energy  resources  are  met 
without  sacrificing  our  forests,  lakes,  wilderness,  beaches,  and  the  gen- 
eral environment.  It  would  foster  a  better  understanding  of  the  total 
environment — the  oceans,  the  atmosphere,  the  lands  and  their  inter- 
action. It  would  provide  a  more  modern,  effective  department  for  man- 
aging and  carrying  out  Federal  responsibilities  with  respect  to  Indian 
and  Territorial  peoples. 

DENR  would  have  an  organization  and  managerial  capabilit}7 
which  could  most  effectively  and  vigorously  develop  and  implement 
comprehensive  natural  resources  policies  and  programs. 

In  March  1971,  the  President  proposed  creation  of  a  Department  of 
Natural  Resources  (DNR)  but  the  Congress  did  not  enact  that  legis- 
lation. Today's  legislation  builds  on  the  earlier  proposal.  The  Presi- 
dent has  a^ain  stressed  the  need  to  consolidate  key  natural  resources 
f  imctions  in  the  new  Department  so  that  we  can  meet  better  our  na- 
tional objectives. 

Function  and  resource  transfers  to  DENR 
The  principal  functions  and  resources  that  would  be  transferred  to 
DENR  are  listed  below.  Estimates  are,  for  the  most  part,  for  direct 
program  activities  and  do  not  include  departmental  overhead  resources 
which  will  be  identified  later. 

Fiscal  year  1973 


Budget  outlay  Full-time 

estimates  permanent 

(in  millions)        employment 


From  Department  of  the  I  nterior :  Ali  functions  except  Office  of  Coal  Research,  the  energy 
research  centers  of  Bureau  of  Mines  and  Underground  Power  Transmission  R.  &  D. 

which  would  he  transferred  to  ERDA $2,554  56,130 

From  Atomic  Energy  Commission:  Uranium  and  thorium  assessment  program. 2  78 

From  Department  of  Transportation:  Oil  and  gas  pipeline  safety  programs 1  26 

From  Department  of  Agriculture: 

Forest  Service 788  21, 860 

River  basin  surveys  and  investigations,  and  Dlanning  and  funding  for  large  watershed 

protection  and  flood  prevention  projects  from  the  Soil  Conservation  Service 67  200 

From  Department  of  Commerce:  National  Oceanic  and  Atmospheric  Administration 

(NOAA) 322  12,450 

From  Department  of  the  Army:  Corps  of  Engineers,  civil  functions  (planning,  evaluation, 

policy,  and  funding  only) 1,643  360 

From  Water  Resources  Council:  All  functions.. 8  45 


Total 5,385  91.149 

DENR  Organization  and  Management 
The  Department  would  be  managed  by  a  Secretary,  a  Deputy  Sec- 
retary, an  Under  Secretary  for  Policy  and  an  Under  Secretary  for 
Management,  having  cross-cutting  departmentwide  responsibilities. 
The  Department's  missions  would  be  carried  out  largely  through  five 
Administrations,  each  containing  programs  grouped  on  the  basis  of 
common  major  purposes.  The  assignment  of  f  imctions  among  Admin- 
istrations would  be  the  responsibility  of  the  Secretary.  Currently  it 
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is  expected  that  the  primary  functions  of  each  Administration  would 
be  as  follows: 

Energy  and  Minerals  Administration. — This  Administration 
would  include  those  DENR  functions  primarily  concerned  with 
energy  and  minerals  including  Interior's  Office  of  Energy  Con- 
servation, Office  of  Energy  Data  and  Analysis,  Office  of  Oil  and 
Gas,  Office  of  Research  and  Development,  Bureau  of  Mines  (ex- 
cept energy  research  centers),  Mining  Enforcement  and  Safety 
Administration,  and  Bonneville,  Southeastern,  Southwestern  and 
Alaska  Power  Administration.  It  would  also  include  the  Uranium 
and  Thorium  Assessment  Program  from  AEC  and  Office  of  Pipe- 
line Safety  from  DOT. 

Land  and  Recreation  Resources  Administration. — This  Admin- 
istration would  be  composed  of  most  functions  and  resources  of 
the  Bureau  of  Outdoor  Recreation,  the  Bureau  of  Land  Manage- 
ment, National  Park  Service,  and  the  Bureau  of  Sport  Fisheries 
and  Wildlife  from  the  Department  of  Interior,  the  Forest  Serv- 
ice from  the  Department  of  Agriculture. 

Water  Resources  Administration. — This  Administration  would 
provide  a  single  management  framework  for  the  integration  and 
coordination  of  national  water  resources  policy  and  planning.  The 
organizational  functions  and  resources  to  be  included  in  this  Ad- 
ministration include  the  Bureau  of  Reclamation,  Office  of  Saline 
Water,  and  Office  of  Water  Resources  Research  from  Interior; 
the  policy,  planning  and  funding  of  the  civil  functions  of  the 
Corps  of  Engineers:  the  River  Basin  Surveys  and  Investigations 
Program  and  Planning  and  Funding  for  large  Watershed  Protec- 
tion and  Flood  Prevention  projects  from  the  Soil  Conservation 
Service,  Department  of  Agriculture;  and  the  Water  Resources 
Council. 

Oceanic,  Atmospheric,  and  Earth  Sciences  Administration . — 
This  Administration  would  include  the  functions  and  responsi- 
bilities of  the  Geological  Survey  of  the  Interior  Department  and 
the  National  Oceanic  and  Atmospheric  Administration  (XOAA) 
of  the  Department  of  Commerce. 

Indian  and  Territorial  Affairs. — This  Administration  would 

combine  Interior's  Office  of  Territories  and  Bureau  of  Indian 

Affairs.  The  Indian  and  Territorial  Affairs  Programs  are  included 

in  DEXR  because  of  their  historical   association  with  natural 

resources  and  the  Department  of  the  Interior.  Most  Indians  in 

the  past  have  rejected  proposals  for  transfer  of  Indian  programs 

to  other  departments  and,  pending;  further  study,  are  included  in 

DEXR. 

In  addition  to  the  functions  located  in  DEXR's  Energy  and  Minerals 

Administration,  the   Secretary  would  be  responsible  for  and  have 

resources  to  assemble  information  with  respect  to  energy  resources  and 

demands  in  all  sectors,  perform  analyses  and  identify  energy  policy 

and  program  options  that  would  provide  guidance  to  other  operating 

agencies  and  assistance  to  the  Energy  Policy  Office  and  other  agencies 

of  the  Executive  Office  of  the  President, 

The  Energy  Research  and  Development  Administration  (ERDA  ) 

This  new  independent  agency  would  bring  together  and  direct  re- 
search and  development  programs  on  all  forms  of  energy.  The  agency's 
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objective  would  be  the  development  in  cooperation  with  industry  of 
new  energy  sources  to  meet  the  energy  needs  of  present  and  future 
generations  in  a  manner  which  protects  or  enhances  the  quality  of  our 
environment.  ERDA  would  conduct  development  programs  involving 
all  forms  of  energy. 

Function  and  resource  transfers  to  ERDA 
ERDA  would  at  the  outset  be  composed  principally  of  the  follow- 
ing functions : 

All  of  the  functions,  authorities  and  resources  of  the  Atomic 
Energy  Commission,  except  the  uranium  and  thorium  assessment 
program  which  will  be  transferred  to  DENR,  and  the  AECs 
licensing,  regulatory  and  related  environment  and  safety  func- 
tions. Functions  transferred  to  ERDA  from  AEC  would  include 
nuclear  materials  production,  reactor  development,  military  ap- 
plications, physical  research,  biomedical  and  environmental  re- 
search, non-nuclear  energy  R&D  and  other  non-regulatory 
functions. 

Most  of  Interior's  fossil  fuels  R&D,  namely  the  Office  of  Coal 
Research  and  the  energy  research  centers  of  the  Bureau  of  Mines, 
the  synthane  pilot  plant  for  high  BTU  coal  conversion  which  is 
under  construction  in  Bruceton,  Pa.,  and  underground  power 
transmission  R&D. 
This  agency  would  be  the  focal  point  for  the  new  accelerated  energy 
R&D  programs.  It  is  also  contemplated  that  the  bulk  of  the  $25  mil- 
lion central  fund  for  energy  R&D  that  was  requested  in  the  1974  budget 
of  the  Interior  Department  would  be  transferred  to  ERDxV.  The  prin- 
cipal resources  identified  thus  far  for  transfer  to  ERDA  are  estimated 
to  be: 

piscal  year  1973 


Budget  out-        Employment 

lays  estimates  (full-time 

(in  millions)         Permanent) 


From  AEC:  All  functions  except  uranium  and  thorium  assessment  program,  and  licensing, 

regulatory  and  related  environment  and  safety $2,  250  5,  800 

rom  Interior: 

Office  of  Coal  Research 58  37 

Bureau  of  Mines  energy  research  centers  and  synthane  plant.. 13  728 

Underground  power  transmission  R.  &  D 1  5 


Total 2,322  6,570 

ERDA  Organization  and  Management 
The  creation  of  ERDA  contemplates  building  upon  the  scientific 
and  technical  base  of  the  Atomic  Energy  Commission  and  making  use 
of  the  laboratories  and  technical  management  capabilities  now  lo- 
cated in  that  agency.  ERDA  would  be  headed  by  an  Administrator, 
Deputy  Administrator  and  Assistant  Administrators  responsible  for 
major  programs  and  supporting  functions.  Specific  proposals  for  the 
internal  organization  of  ERDA  will  be  made  at  a  later  date,  follow- 
ing a  study  of  R&D  and  production  functions  that  would  be  trans- 
ferred from  AEC,  functions  to  be  transferred  from  other  agencies  and 
new  programs.  The  internal  organization  would  reflect  clearly  ERDA's 
role  in  non-nuclear  energy  R.  &  D.  while  assuring  continued  progress 
on  the  nuclear  energy  functions  transferred  from  AEC. 
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Nuclear  Energy  Commission  (NEC) 

The  five-member  Commission  form  of  organization  would  be  re- 
tained to  head  the  licensing,  regulatory  and  related  functions  of  the 
Atomic  Energy  Commission.  The  name  of  the  agency  would  be 
changed  to  the  Nuclear  Energy  Commission. 

Resources  now  directly  associated  with  the  AEC's  licensing  and 
regulatory  functions  include  approximately  $40  million  in  net  1973 
Budget  outlays  and  about  1:275  full-time  permanent  employees.  Studies 
will  begin  immediately  to  ascertain  which  of  the  functions  and  re- 
sources now  under  the  General  Manager  of  the  AEC  or  directly  under 
the  Commission  should  be  transferred  to  the  NEC  in  support  of  that 
agency?s  licensing  and  regulatory  functions.  In  addition,  it  is  ex- 
pected that  ERDA  would  be  available  to  perform  work  in  support 
of  NEC  on  a  reimbursable  basis. 

Study  of  Energy  Regulatory  Activities 

The  President  has  directed  that  a  comprehensive  study  of  Federal 
energy  regulatory  activities  be  undertaken  to  see  whether  reorganiza- 
tion is  desirable.  A  number  of  Federal  agencies  are  engaged  in  such 
activities,  including  the  Atomic  Energy  Commission,  Federal  Power 
Commission,  and  others  that  carry  out  energy  regulatory  functions  as 
a  part  of  broader  missions  such  as  the  Departments  of  Interior  and 
Transportation,  Corps  of  Engineers,  EPA,  and  Interstate  Commerce 
Commission.  A  wide  variety  of  interests  and  objectives  are  involved,  in- 
cluding economic,  public  health  and  safety,  environment,  and  ade- 
quacy and  reliability  of  energy  supply.  The  study  will  be  undertaken 
over  the  next  year  to  determine  whether  existing  organizational  ar- 
rangements are  most  efficient  and  effective  for  balancing  the  interests 
and  objectives  involved.  The  interface  with  State  and  local  regulatory 
activities  will  also  be  considered  an  opportunity  for  Congressional 
and  public  participation  in  the  study  will  be  provided.  OMB  will  be 
responsible  for  assuring  that  the  study  is  completed. 

Energy  Research  and  Development 

In  addition  to  the  major  legislative  proposals  to  improve  energy  and 

natural  resources  organization,  the  President  announced  three  major 

steps  to  accelerate  and  to  improve  coordination  of  our  Federal  energy 

R&D  efforts: 

The  President  has  concluded  that: 

— Federal  funding  for  energy  R&D  should  be  $10  billion  over  the 

next  5  years  beginning  in  FY  1975. 
— As  a  start  on  this  program,  funding  of  $100  million  would  be 
devoted  to  new  or  accelerated  high  priority  energy  R&D  projects 
in  FY  1974.  This  amount  is  in  addition  to  the  $25  million  enemy 
R&D  fund  requested  in  the  Department  of  the  Interior's  FY 
1974  budget. 
— At  least  half  of  the  $100  million  funding  would  be  used  for  coal 
R&D,  including  programs  on  clean  liquid  fuels  from  coal,  im- 
proved mining  techniques  to  increase  safety  and  productivity, 
accelerated  coal  gasification  and  improved  combustion. 
— The  remainder  would  be  for  projects  in : 

— advanced  energy  conversion  R&D  to  achieve  greater  efficien- 
cies in  energy  utilization  and  less  waste  heat,  including  work 
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on  high  temperature  conversion  cycles,  low  temperature  con- 
version cycles,  magnetohydrodynamics,  alternate  gas  cycles  and 
advanced  automotive  power  systems. 
■ — a  new  program  on  energy  conservation  R&D  to  improve  effi- 
ciency and  reduce  energy  consumption  in  transportation,  resi- 
dential, commercial  and  industrial  sectors. 
— additional  environmental  control  R&D  to  accelerate  work  on 
power  plant  SOx  removal,  including  work  on  improved  proc- 
esses resulting  in  useful  byproducts  and  reduced  wastes. 
— geothermal  R&D  with  emphasis  on  resource  appraisal  and  ex- 
ploration, developing  and  demonstrating  technology  for  utiliz- 
ing hot  brine  and  hot  dry  rock  resources,  and  examining  envi- 
ronmental and  systems  problems. 
— gas-cooled  nuclear  reactor  R&D,  including  funds  for  a  program 
to  permit  use  of  thorium  as  an  additional  nuclear  fuel  and 
funds    for    additional    high   temperature    gas-cooled    reactor 
(HTGR)  safety  and  fuel  research. 
The  President  has  directed  the  Chairman  of  the  AEC,  with  assist- 
ance of  the  Department  of  the  Interior  and  other  Federal  agencies  to : 
— Conduct  a  comprehensive  review  to  provide  the  detailed  elements 
of  our  high  priority  FY  1974  energy  R&D  program.  The  review 
will  be  under  the  general  direction  of  the  Energy  Policy  Office 
and  is  to  be  completed  by  September  1,  1973. 
— Organize  immediately  a  review  of  Federal  and  private  energy 
R&D  activities  for  the  purpose  of  recommending  an  integrated 
R&D  program  for  the  Nation.  Industry  is  to  be  involved  actively 
in  a  number  of  cooperative  efforts  to  develop  and  demonstrate 
new  technologies.  Recommendations  for  future  increases  in  R&D 
programs  are  due  from  the  AEC  chairman  by  December  1  of  this 
year  so  that  the  President's  FY  1975  budget  can  adequately 
reflect  such  recommendations. 
The  President  also  directed  that  a  high-level  energy  R&D  Advisory 
Council  composed  of  leading  experts  from  outside  the  Federal  Gov- 
ernment in  various  areas  of  energy  technology  be  established  to  advise 
the  Energy  Policy  Office.  The  Council  will  provide  technical  advice 
on  major  directions  and  the  substance  of  an  integrated  R&D  energy 
program. 

Energy  Conservation 

Several  energy  conservation  actions  were  announced  in  the  Presi- 
dent's April  18  message.  Since  then  additional  steps  have  been  an- 
nounced by  industry,  Government  agencies  and  other  groups.  The 
measures  announced  today  are  major  new  actions  to  reduce  the  rate  of 
growth  in  demand  for  energy — focusing  particularly  on  gasoline  and 
electricity. 

Actions  to  reduce  the  rate  of  growth  in  energy  demands  will  im- 
prove our  ability  to  meet  the  important  objectives  of  protecting  and 
improving  the  quality  of  our  environment. 

The  most  immediate  energy  problem  facing  the  Nation  is  a  shortage 
of  gasoline.  The  Department  of  the  Interior  estimates  that,  unless  we 
take  actions  to  conserve  fuel,  the  summer  gasoline  shortage  nation 
wide  over  the  next  three  months  under  expected  conditions  may  be  1-2 
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percent  of  total  demand.  Under  less  favorable  conditions,  these  short- 
ages could  reach  the  neighborhood  of  5  percent  of  demand. 

Even  a  1-2  percent  shortage  nation  wide  could  cause  significant 
problems  in  some  areas.  Shortages  may  be  more  severe  in  the  last  few 
weeks  of  the  summer  when  many  Americans  take  their  annual 
vacations. 

The  Nation  uses  approximately  294  million  gallons  of  gasoline  per 
day  (or  7  million  barrels) .  95  percent  of  all  gasoline  is  used  for  trans- 
portation, over  70  percent  of  which  is  used  for  automobiles.  The  rate 
of  gasoline  consumption  is  over  5  percent  higher  than  last  year.  Pro- 
duction and  imports  are  not  keeping  pace  with  increased  demand. 
Gasoline  inventories  currently  are  about  5  percent  below  last  year. 

The  removal  of  all  quantitative  restrictions  on  petroleum  imports 
announced  in  the  President's  April  18  Energy  Message  is  allowing 
domestic  suppliers  to  import  increased  amounts  of  gasoline  from 
abroad.  In  addition,  the  voluntary  allocation  program  and  the  alloca- 
tion by  the  Interior  Department  of  the  Federal  Government's  royalty 
oil  to  small  refiners  will  ease  the  summer  gasoline  shortage  by  creating 
a  more  equitable  distribution  of  gasoline  and  crude  oil  among  all  con- 
suming segments  with  special  attention  to  high  priority  users.  How- 
ever, conservation  measures  are  essential  if  the  shortfall  in  gasoline  is 
to  be  minimized. 

Gasoline,  diesel  fuel,  jet  fuel,  heating  fuel,  and  residual  oil  used  by 
the  electric  utility  industry  are  all  made  from  petroleum.  The  modern 
refinery  can  be  adjusted  to  vary  the  amount  of  each  kind  of  product 
produced  from  a  barrel  of  oil,  and  this  is  done  each  year  to  maximize 
gasoline  production  for  the  summer  and  heating  fuel  production  for 
the  winter.  In  short,  each  gallon  of  gasoline  and  kilowatt  of  electricity 
we  save  this  summer  will  increase  our  heating  fuel  supply  next  winter. 

The  steps  being  announced  are  a  beginning  in  the  process  of  slow- 
ing growth  in  the  total  demand  for  energy. 

Natural  Goal 

The  President  has  indicated  that  a  reasonable  and  attainable  goal  is 
to  reduce  anticipated  personal  consumption  of  energy  by  5  percent  over 
the  next  12  months. 

Reduce  Federal  Government  Energy  Use 

The  President  has  directed  each  executive  department  and  agency  to 
participate  in  a  government-wide  program  to  reduce  anticipated  en- 
ergy consumption  by  7  percent  over  the  next  12  months. 

— All  Federal  departments  and  agencies  are  being  instructed  to 
report  through  Secretary  Morton  to  the  President,  and  to : 
— Review  the  activities  of  the  agencies  and  their  contractors  which 
place  demands  on  our  energy  resources  and  determine  how  de- 
mand can  be  reduced. 
— Report  by  July  31,  1973  on  their  energy  consumption  and  spe- 
cific actions  and  time-tables  to  reduce  demands. ' 
— Consider  such  steps  as : 
— Reduce  air  conditioning  and  encourage  appropriate  relaxa- 
tion of  dress  standards  in  offices  this  summer.  (A  4  degree  in- 
crease in  temperature  saves  15-20  percent  of  energy  required 
to  run  an  air  conditioner.  For  all  Federal  buildings  combined 
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this  will  amount  to  an  annual  savings  of  113  million  kilowatt 
hours  or  270,000  barrels  of  fuel  per  year.) 
— Use  more  energy  efficient  automobiles  in  Federal  activities. 
- — Reduce  business  trips.  (Federal  employees  travel  250  million 
miles  per  year.  A  10  percent  reduction  in  travel  would  save 
25  million  miles  per  year  or  1.7  million  gallons  annually,  as- 
suming 15  passenger  miles  per  gallon.) 
—Reduce  unnecessary  lighting  in  Federal  buildings  and  offices. 
— Encourage  employees  to  use  carpools  and  mass  transit. 
— Reduce  demand  in  Government-owned  laboratories  and  in- 
dustrial-type   facilities    operated   by   the    Government   for 
contractors. 
■ — The  President  has  directed  the  General  Services  Administration 
to  establish  new  regulations  to  require  the  use  of  more  efficient  au- 
tomobiles in  Federal  activities,  i.e.,  to  reduce  substantially  the 
size  of  cars  and  engines  to  be  purchased  and  used  by  the  Govern- 
ment, and  require  Federal  agencies  to  purchase  and  lease  more 
energv  efficient  automobiles  when  feasible. 
— The  Department  of  Defense  has  already  taken  steps  to  reduce 
their  fuel  consumption  in  FY  1974  by  10  percent. 

Reduce  Airline  Fuel  Requirements 

The  Secretary  of  Transportation  has  asked  the  Civil  Aeronautics 
Board,  Federal  Aviation  Administration  and  the  Air  Transport  As- 
sociation representing  scheduled  airlines  to  consider  immediate  reduc- 
tions in  flight  frequencies  and  aircraft  cruising  speeds.  The  idea  for 
this  action  came  from  the  airline  industry.  A  3  percent  reduction  in  air- 
craft speeds  adds  only  12  minutes  to  a  transcontinental  flight,  but  saves 
200  million  gallons  of  jet  fuel  per  year.  Raising  the  national  average 
aircraft  load  factor  from  52  percent  to  60  percent  by  reducing  flight 
frequencies  can  save  1.3  billion  gallons  of  jet  fuel  per  year. 

State  and  Local  Governments  and  Industry 

State  and  local  governments  and  industry  are  being  urged  to  follow 
the  Federal  Government's  lead  in  finding  ways  to  conserve  energy. 
— The  President  has  sent  a  letter  to  each  Governor  asking  for  his 

support  and  cooperation. 
— The  President  has  directed  the  Secretaries  of  the  Interior  and 
Commerce,  and  his  Assistant  for  Energy  to  meet  with  representa- 
tives of  American  industry  to  encourage  their  strong  participation 
in  energy  conservation  efforts. 

Actions  by  the  Public  to  Conserve  Energy 

— The  President  is  asking  the  public  to  reduce  voluntarily  speed  on 
highways.  (The  potential  fuel  savings  nationwide  from  a  10  mph 
reduction  would  be  2  percent.  Miles  per  gallon  of  gasoline  vary 
significantly  with  speed;  e.g.,  a  car  consumes  20-25  percent  less 
fuel  per  mile  at  50  mph  than  at  70  mph.) 

— The  President  asked  Governors  to  support  this  request  and  to 
work  with  State  legislatures  as  soon  as  possible  to  reduce  highway 
speed  limits,  taking  into  account  the  objectives  of  mobility,  safety 
and  energy  conservation. 

— The  President  has  urged  motorists  to  reduce  gasoline  consumption 
in  additional  ways : 
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— Reduce  non-assent  ial  driving. 

— Use  earpools  and  mass  transit  more  frequently. 

— Consider  taking  the  bus  or  train  on  long  trips. 

— Keep  cars  well-tuned  and  tires  properly  inflated. 

■ — Consider  energy  efficiency  when  purchasing  a  new  car.  If  more 
than  one  is  owned,  use  the  most  efficient  car. 
— The  President  has  also  urged  conservation  of  energy  at  home  by : 

— Raising  thermostat  settings  on  air  conditioning  by  4  degrees, 
thus  saving  15  to  20  percent  of  the  energy  required  for  air  con- 
ditioning. 

— Lowering  winter  home  heating  temperatures  as  much  as  5 
degrees,  thereby  saving  up  to  10  percent  of  the  energy  required 
for  home  heating. 

Congressional  Action  on  Highways — Mass  Transit  Legislation 

The  President  has  again  urged  the  Congress  to  pass  highway-mass 
transit  legislation  which  provides  states  and  localities  flexibility  to 
choose  between  capital  investment  in  highways  or  mass  transit. 

— Key  legislation  on  this  matter  is  now  being  considered  in  a  Sen- 
ate-House conference  committee. 

— Diversion  of  some  commuter  traffic  from  single  occupant  autos  to 
mass  transit  would  result  in  significant  savings  of  gasoline. 

Long-Term  Conservation 

The  President  has  directed  other  departments  and  agencies  to  work 
closely  with  Interior  Secretary  Morton's  new  Office  of  Energy  Conser- 
vation in  the  development  of  long-term  energy  conservation  plans.  The 
Secretary  has  identified  the  following  items  for  further  study : 

— Incentives  to  encourage  use  of  earpools  and  mass  transit. 

— Horsepower,  weight  or  other  taxes  on  automobiles  to  encourage 
more  energy  efficient  automobiles. 

— Incentives  to  encourage  recycling  of  waste  materials. 

— More  energy  efficient  commercial  and  residential  building  con- 
struction and  operation.  (Has  potential  to  reduce  nationwide  space 
heating  and  cooling  energy  requirements  10  percent  by  1985.) 

— Methods  and  exchange  of  ideas  for  conservation  in  industrial  and 
commercial  uses  of  energy. 

— An  awards  program  for  industrial  energy  conservers,  and  for  man- 
ufacturers whose  products  are  efficient. 

Other  Federal  Actions 

— The  Environmental  Protection  Agency  will  soon  publish  proposed 
procedures  for  voluntary  labeling  of  automobiles  and  accessories 
to  show  fuel  consumption.  This  will  permit  consumers  to  compare 
similar  cars  to  determine  their  relative  efficiency. 

— Major  departments  and  agencies  have  designated  energy  conserva- 
tion coordinators  who  will  work  with  the  Department  of  the 
Interior  in  the  Federal  effort. 

— Interior's  Office  of  Energy  Conservation,  in  cooperation  with  the 
President's  Adviser  on  Consumer  Affairs  and  other  agencies,  will 
develop  and  implement  a  consumer  information  program  on  en- 
ergy conservation. 
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Executive  Order 

June  29,  1973 


Energy  Policy  Office 

By  virtue  of  the  authority  vested  in  me  as  President  of  the  United 
States  of  America,  it  is  hereby  ordered  as  follows : 

energy  policy  office 

Section  1.  There  is  hereby  established  in  the  Executive  Office  of 
the  President  an  Energy  Policy  Office.  The  office  shall  be  under  the 
immediate  supervision  and  direction  of  a  Director  of  the  Energy 
Policy  Office  who  shall  be  designated  or  appointed  by  the  President. 

FUNCTIONS    OF    THE    DIRECTOR 

Sec.  2.  (a)  The  Director  shall  be  the  Administration's  chief  policy 
officer  with  respect  to  energy  matters,  and  shall  be  the  President's 
principal  adviser  concerning  those  matters. 

(b)  The  Director  shall  also  be  responsible  for — 

(1)  identifying  major  problems,  present  and  prospective,  in 
the  energy  areas; 

(2)  making  policy  recommendations  to  the  President  with  re- 
spect to  energy  matters ; 

(3)  working  with  executive  branch  agencies  and  outside  groups 
in  reviewing  policy  alternatives  with  respect  to  energy  matters; 

(4)  reviewing,  commenting  on,  and  making  separate  recom- 
mendations on  all  other  energy-related  matters  which  require 
Presidential  attention ; 

(5)  insuring  that  executive  branch  agencies  develop  short-  and 
long-range  plans  for  dealing  with  energy  matters ; 

(6)  monitoring  the  implementation  of  approved  energy  policies 
with  the  assistance  of  the  Office  of  Management  and  Budget; 

(7)  providing  guidance  and  direction  to  the  Oil  Policy  Com- 
mittee and  its  Chairman  in  the  performance  of  its  functions; 

(8)  providing  advice  to  the  Cost  of  Living  Council  concerning 
energy  matters; 

(9)  assuring  the  development  of  comprehensive  plans  and  pro- 
grams to  assure  the  availability  of  adequate  and  dependable  sup- 
plies of  energy ;  and 

(10)  initiating  studies  to  be  carried  out  by  the  appropriate 
Government  agencies. 

SUPPORT 

Sec.  3.  (a)  Necessary  expenses  of  the  Energy  Policy  Office  may  be 
paid  from  the  Emergency  Fund  of  the  President  or  from  such  other 
funds  as  may  be  available. 

(b)  The  Administrator  of  General  Services  shall  provide,  on  a 
reimbursable  basis,  such  administrative  support  as  may  be  needed 
by  the  Energy  Policy  Office. 
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(c)  All  departments  and  agencies  of  the  executive  branch  shall, 
to  the  extent  permitted  by  law,  provide  assistance  and  information 
to  the  Director  of  the  Energy  Policy  Office. 

Sec.  4.  The  Director  of  the  Energy  Policy  Office  shall  make  a  report 
to  the  President,  for  transmission  to  the  Congress,  no  later  than 
March  15,  1974,  concerning  actions  that  have  been  taken  and  actions 
that  should  be  taken  to  carry  out  the  purposes  of  this  order. 

SUrERSEDURE 

Sec.  5.  Executive  Order  Xo.  11712  of  April  18,  1973,  is  hereby 
superseded  and  the  Special  Committee  on  Energy  and  the  National 
Energy  Office  are  hereby  abolished. 

Richard  Nixon. 

The  White  House,  June  29,  1973. 


REMARKS  ON  THE  NATION'S  ENERGY  POLICY 


September  8,  1973 


The  President:  As  you  know,  we  have  just  completed  a  two 
hour  meeting  in  the  Cabinet  Room  of  the  major  Administration 
officials  having  responsibilities  in  the  field  of  energy.  Governor  Love 
presided  over  the  meeting  at  my  direction  and  gave  a  report  with  re- 
gard to  the  programs  that  he  has  initiated  and  that  had  been 
initiated  prior  to  his  taking  over  this  assignment. 

I  would  like  to  summarize  for  the  members  of  the  press,  before 
having  the  Governor  answer  your  specific  questions  in  this  field,  the 
problem  as  I  see  it  at  this  time. 

We  have  heard  a  lot  about  a  crisis.  I  do  not  use  that  term  because 
we  do  not  face  a  crisis  in  that  sense  of  the  word.  I  would  simply  say 
that  in  the  short-term  we  face  a  problem,  a  problem  with  regard  to 
energy,  heating,  for  example,  this  winter,  just  as  we  thought  we  faced 
a  problem  of  gasoline  this  summer,  and  the  possibility  of  brown-outs. 

We  are  not  Pollyannish  about  solving  that  problem,  but  insofar 
as  the  short-term  problem  is  concerned,  Governor  Love  has  a  program 
which  he  is  working  on  and  one  which  is  designed  to  meet  the  problem 
and  to  deal  with  it. 

So  I  would  summarize  by  saying  that  short-term  we  face  a  problem. 
But  long-term,  and  this  is  the  important  thing  for  us  to  remember,  the 
prospects  for  adequate  energy  for  the  United  States  are  excellent.  I 
would  say  the  prospects  for  adequate  energy  for  the  United  States 
are  as  good  as  they  are  for  any  industrial  nation  in  the  world  and 
perhaps  better,  better  because  of  our  enormous  research  capabilities. 

This  morning  we  addressed  both  the  short-term  problem  and  the 
long-term  problem  and  the  legislative  problem  and  the  administra- 
tive problem. 

In  my  press  conference  a  couple  of  days  ago,  I  mentioned  seven 
pieces  of  legislation.  Today  we  have  moved  down  to  four  pieees  of 
legislation  that  we  consider  to  be  of  the  highest  urgency  and  that 
must  be  acted  upon  before  the  end  of  the  year.  These  pieces  of  legisla- 
tion deal  with  both  the  short-term  problem  and  address  themselves 
particularly,  however,  to  the  long-term  problem. 

One  is  the  Alaska  pipeline  which  is  presently  in  conference  and.  of 
course,  where  the  propects  are  excellent.  The  second  is  the  deep  water 
ports.  The  longer  we  wait  here,  the  longer  we  are  going  to  have  to  wait 
to  have  the  capacity  to  bring  in  the  products  from  abroad  that  we 
need  to  meet  our  energy  needs.  The  third  is  the  deregulation  of  gas. 
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This  we  must  act  upon  now  because  only  through  deregulation  can 
the  new  construction,  which  is  essential,  the  new  construction,  the 
drilling,  et  cetera,  and  refineries  be  undertaken.  And  the  fourth  is 
the  legislation  with  regard  to  strip  mining. 

The  strip  mining  legislation,  as  we  know,  has  elements  of  con- 
troversy because  of  conflict  with  the  environmentalists.  But  Mr.  Train 
was  here  at  the  meeting  this  morning,  at  our  request,  and  he  has  been 
participating  in  all  of  these  meetings  and  be  believes  that  the  legisla- 
tion that  we  have  presented  to  the  Congress,  properly  administered, 
is  one  that  can  be  consistent  with  our  environmental  goals. 

So  much  for  what  the  Congress  should  do.  These  four  pieces  of 
legislation  the  Congress  should  consider  on  a  high  priority  basis,  be- 
cause failing  to  act  means  that  we  could  have  very  serious  problems, 
not  just  this  year,  but  particularly  in  the  years  ahead. 

The  other  points  that  I  would  make  are  with  regard  to  what  we 
can  do  and  have  done  and  are  doing  from  an  administrative  stand- 
point, that  do  not  require  legislation. 

One  is  the  relaxation  of  emission  standards.  Governor  Love  is  call- 
ing together  several  Governors  who  have  particular  interest  in  this 
area  and  he  will  be  meeting  with  them  either  next  week  or  early  in  the 
following  week.  The  relaxation  of  emission  standards  will  have  the 
effect  of  dealing  with  the  immediate  problem,  the  problem  we  face  this 
winter  and  unless  those  standards  are  relaxed,  we  could  have  a  very 
serious  problem  this  winter.  That  is  why  the  Governor  is  moving  in 
this  particular  area.  This  can  be  done,  incidentally,  administratively, 
but  it  requires  the  cooperation  of  the  Governors  because  the  Governors 
have,  in  many  instances,  as  a  result  of  our  asking  them  to  do  so,  had 
their  legislators  adopt  standards  at  the  State  level  which  presently 
are  State  law.  It  will  be  necessary  for  those  to  be  modified. 

A  second  area  where  administrative  action  is  possible  is  with  re- 
gard to  the  Elk  Hills  Naval  Reserve.  Here  consultation  with  the  Con- 
gress is  required  and  we  will  institute  that  kind  of  consultation  that 
is  necessary,  particularly  with  the  Armed  Services  Committee.  But 
developing  the  Elk  Hills  Reserves  is  essential  in  terms  of  providing, 
from  our  domestic  sources,  for  the  needs  that  we  have. 

And  consequently,  we  are  moving  next  week  in  the  consultative 
process  so  that  we  can  go  forward  with  the  Elk  Hills  development. 

And  then  further,  and  this  looks  down  the  road,  we  gave  the  go- 
ahead  this  morning  for  a  sharp  step  up  in  the  development  of  peace- 
ful uses  of  nuclear  energy. 

Now,  there  are  many  old  wives'  tales  and  horror  stories  that  are 
told  about  nuclear  plants  and  all  the  rest.  Russell  Train  was  there,  I 
asked  him  about  the  effect  on  the  environment,  to  separate  out  the  fears 
from  what  actually  the  facts  were.  He  came  down  on  the  side  of  going 
forward  with  the  program,  the  development  of  nuclear  power,  not 
only  having  in  mind  our  present  technology,  but  also  research  which 
would  allow  us  to  develop  nuclear  energy  in  much  more  exciting  ways, 
looking  to  the  future,  for  peaceful  purposes. 

And  in  this  field,  I  will  be  meeting  myself  next  week  with  members 
of  the  Atomic  Energy  Commission,  along  with  the  Governor  and  with 
Russell  Train  so  that  we  can  give  new  impetus  to  that  program  of  the 
development  of  nuclear  power  for  peaceful  purposes. 
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We  were  the  first  to  make  the  breakthrough  in  nuclear  power  for 
military  purposes.  We  have  lagged  behind  in  peaceful  uses.  Some 
nations  abroad,  while  they  certainly  do  not  have  our  technology,  at 
least  have  more  thrust  here,  they  have  more  drive  here  in  this  area 
than  we  have.  But  the  development  of  nuclear  power  for  peaceful 
purposes  is  to  be  a  major  Administration  initiative  from  now  on 
through  the  balance  of  our  term  here. 

In  the  field  of  research  also — this  relates  clear  back  to  the  strip 
mining  a  moment  ago — is  the  area  of  research  with  regard  to  the  use 
of  coal.  Secretary  Morton  pointed  out  in  our  meeting  this  morning 
that  when  we  think  of  the  energy  sources  for  the  United  States,  that 
four  percent,  only  four  percent  presently  in  the  ground  come  from  oil. 
three  percent  potentially  from  natural  gas  and  01  percent  from  coal. 

The  United  States,  at  the  present  time,  has  almost  half  of  the  coal 
reserves  of  the  world.  And  the  problem  only  is  to  get  the  coal  out  in  a 
way  that  is  not  too  destructive  to  the  environment,  but  also  to  find  the 
uses  for  coal,  liquification  programs,  other  programs  which  the  Gov- 
ernor is  quite  familiar  with  and  I  am  not,  but  wdiich  he  will  be  glad  to 
fill  you  in  on. 

I  would  simply  summarize  in  this  way.  The  other  day  in  our  press 
conference — the  Governor  and  I  did  discuss  this  and  I  have  asked  him. 
once  he  does  have  the  time,  to  perhaps  travel  abroad  and  have  an 
opportunity  to  survey  the  situation  in  some  of  these  countries  himself — 
I  was  asked  about  the  developments  in  the  Mideast  and  what  that 
meant  to  us. 

The  United  States  would  prefer  to  continue  to  import  oil,  petroleum 
products  from  the  Mideast,  from  Venezuela,  from  Canada,  from  other 
countries,  but  also  we  are  keenly  aware  of  the  fact  that  no  nation,  and 
particularly  no  industrial  nation,  must  be  in  the  position  of  being 
at  the  mercy  of  any  other  nation  by  having  its  energy  supplies  suddenly 
cut  off. 

We  are  going  to  do  the  very  best  we  can  to  work  out  problems  with 
the  Mideastern  countries  or  any  other  countries  that  may  develop,  so 
that  we  can  continue  to  have  a  flow  of  imports  into  the  United  States 
of  oil  products  particularly. 

On  the  other  hand,  the  programs  that  I  have  discussed  here  today, 
for  the  most  part,  as  you  know,  deal  with  developing  within  the 
United  States  itself,  the  capability  of  providing  for  our  energy  re- 
sources. We  can  develop  those  resources.  It  can  be  done  within  a  matter 
of  a  very  few  years.  I  am  not  going  to  put  a  timetable  on  it.  but  it  can 
be  done.  Because  the  United  States,  as  a  great  industrial  nation,  the 
most  advanced  industrial  nation  of  the  world,  must  be  in  a  position 
and  must  develop  the  capacity  so  that  no  other  nation  in  the  world  that 
might,  for  some  reason  or  another,  take  an  unfriendly  attitude  toward 
the  United  States,  has  us  frankly  in  a  position  where  they  can  cut  off 
our  oil,  or  basically  more  important,  cut  off  our  energv. 

I  would  like  to  say  finally  that  Governor  Love  in  his  brief  time  here 
has  done  a  superb  -job  of  trying  to  pull  all  the  various  agencies  of  the 
government  together.  The  conversation  within  the  Cabinet  Room 
was  quite  spirited.  There  were  disagreements  in  certain  areas  and 
finallv,  however,  we  did  agree  on  the  program  that  I  have  outlined 
here  today. 
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The  Governor  will  be  able  to  answer  technical  questions  about 
propane  and  other  things,  where  I  am  not,  frankly,  quite  knowledge- 
able. 

So.  Governor,  the  ladies  and  gentlemen  are  yours. 

Richard  M.  Nixon. 

The  White  House.  September  8.  1973. 


EXCERPT  FROM  MESSAGE  TO  THE  CONGRESS 


September  10,  1973 


Meeting  the  Energy  Challenge 

I  have  previously  stated,  and  wish  to  restate  in  the  most  emphatic 
terms,  that  the  gap  between  America's  projected  short-term  energy 
needs  and  our  available  domestic  energy  supplies  is  widening  at  a  rate 
which  demands  our  immediate  attention. 

I  am  taking  all  appropriate  measures  within  my  authority  to  deal 
with  this  problem,  seeking  to  increase  our  supplies  and  moderate  our 
demands.  Looking  to  the  future,  I  have  announced  plans  for  a  large 
scale  increase  in  our  research  and  development  effort,  and  I  have  asked 
my  top  energy  advisor.  Governor  John  Love,  to  meet  with  State  offi- 
cials to  seek  temporary  modifications  of  air  quality  standards.  Such 
modifications  would  help  to  minimize  fuel  shortages  this  winter.  In 
addition.  I  will  soon  be  meeting  with  members  of  the  Atomic  Energy 
Commission  to  determine  whether  we  can  bring  nuclear  power-plants 
on  line  more  quickly.  But  the  energy  problem  requires  more  than 
Presidential  action:  it  also  requires  action  by  the  Congress. 

It  is  absolutely  essential  that  the  Congress  not  wait  for  the  stimu- 
lation of  energy  shortage  to  provide  the  legislation  necessary  to  meet 
our  needs.  Already  we  have  seen  some  regional  inconveniences  this 
summer  with  respect  to  gasoline  and  this  winter  we  may  experience 
a  similar  problem  with  regard  to  heating  fuels. 

Over  the  long  term,  the  prospects  for  adequate  energy  for  the 
United  States  are  excellent.  We  have  the  resources  and  the  technology 
to  meet  our  growing  needs.  But  to  meet  those  long-term  needs  and  to 
avoid  severe  problems  over  the  short  term,  we  must  launch  a  concen- 
trated effort  which  mobilizes  the  Government.  American  industry  and 
the  American  people. 

I  have  recently  called  for  passage  of  seven  major  energy  bills  now 
before  the  Congress.  Xot  all  of  those  can  be  acted  upon  with  equal 
speed,  but  four  of  these  bills  are  of  the  highest  urgency  and  must  be 
acted  upon  before  the  end  of  this  year.  These  four  would  provide 
for  the  construction  of  the  Alaskan  pipeline,  construction  of  deep- 
water  ports,  deregulation  of  natural  gas  and  establishment  of  new 
standards  for  surface  mining.  All  four  of  these  bills  are  addressed  to 
both  our  short-term  and  long-term  needs. 

Alaskan  Pipeline 

Our  first  legislative  goal — and  one  that  should  be  achieved  this 
month — is  the  enactment  of  an  Alaskan  pipeline  bill.  Construction  of 
the  pipeline  would  provide  us  with  up  to  2  million  barrels  of  oil  per 
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day  over  which  we  would  have  full  control  and  would  simultaneously 
reduce  by  more  than  $3  billion  per  year  our  need  for  oil  imports.  I 
have  proposed  legislation  to  avoid  any  further  delay  in  the  construc- 
tion of  the  Alaskan  pipeline  and  I  am  gratified  that  both  Houses  of  the 
Congress  have  already  passed  variations  of  this  proposal.  I  urge  the 
earliest  possible  attention  to  these  bills  by  the  House-Senate  Confer- 
ence Committee,  so  that  pipeline  construction  can  begin. 

Deepwater  Ports 

Until  domestic  resources  are  in  full  production  and  technological 
progress  has  reached  a  point  where  sufficient  energy  sources  are  within 
reach,  we  will  have  to  rely  upon  imports  of  foreign  oil.  At  the  present 
time,  however,  continental  port  facilities  are  inadequate  to  handle 
our  import  requirements. 

Because  of  our  limited  port  capacity,  the  super-tankers  presently 
used  for  petroleum  transport  cannot  be  off-loaded  anywhere  on  our 
Atlantic  coast.  I  have  therefore  proposed  measures  to  authorize  the 
construction  and  operation  of  deepwater  port  facilities  in  a  manner 
consistent  with  our  environmental  priorities  and  consonant  with  the 
rights  and  responsibilities  of  the  States  involved. 

We  must  not  delay  this  important  legislation.  To  do  so  would  fur- 
ther delay  the  economical  import  of  petroleum  and  would  mean  in- 
creased costs  to  the  American  consumer,  unnecessary  threats  to  our 
coastal  environment,  and  further  loss  of  revenues  to  Canadian  and 
Caribbean  ports  which  are  already  capable  of  off-loading  large 
supertankers. 

Natural  Gas 

For  several  years  Federal  regulation  of  natural  gas  has  helped  to 
keep  the  price  of  that  product  artificially  low.  Large  industrial  con- 
sumers have  welcomed  this  system  of  regulations — it  has  helped  them 
to  hold  their  fuel  costs  down,  and  since  natural  gas  is  the  cleanest  of 
our  fossil  fuels,  it  has  also  enabled  them  to  meet  environmental  stand- 
ards at  an  artificially  low  cost.  This  system  of  regulation,  however, 
has  also  had  the  unfortunate  result  of  discouraging  producers  from 
expanding  supplies.  As  a  result  of  high  consumption  by  industrial 
uses  coupled  with  the  reluctance  of  producers  to  explore  and  develop 
new  sources  of  natural  gas,  we  now  face  a  natural  gas  shortage. 

I  have  therefore  proposed  that  we  begin  a  gradual  move  to  free 
market  prices  for  natural  gas  by  allowing  the  price  of  new  supplies  of 
domestic  natural  gas  to  be  determined  by  the  competitive  forces  of  the 
marketplace.  This  action  should  provide  a  secure  source  of  natural 
gas  at  a  price  significantly  lower  than  alternative  sources.  While  there 
may  be  an  increase  in  the  price  of  natural  gas  over  the  short  term 
that  increase  should  be  modest. 

Surface  Mining 

Our  most  abundant  domestic  source  of  energy  is  coal.  We  must  learn 
to  use  more  of  it,  and  we  must  learn  to  do  so  in  a  manner  which  does 
not  damage  the  land  we  inhabit  or  the  air  we  breathe. 

Surface  mining  is  both  the  most  economical  and  the  most  environ- 
mentally destructive  method  of  extracting  coal.  The  damage  caused 
by  surface  mining,  however,  can  be  repaired  and  the  land  restored. 
I  believe  it  is  the  responsibility  of  the  mining  industry  to  undertake 
such  restorative  action  and  I  believe  it  must  be  required  of  them. 
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I  have  proposed  legislation  to  establish  reclamation  standards  which 
would  regulate  all  surface  and  underground  mining  in  this  country. 
These  standards  would  be  enforced  by  the  States.  I  call  again  for 
enactment  of  this  proposal,  for  it  would  enable  us  to  increase  the 
supply  of  a  highly  economic  fuel  while  avoiding  the  severe  environ- 
mental penalties  which  we  have  often  paid  in  the  past. 

Reorganization  of  Federal  Energy  Effort 

The  four  energy  bills  discussed  above  can  and  should  be  passed  bv 
the  Congress  this  year.  There  are  three  additional  measures  proposed 
by  the  Administration  whose  early  passage  is  important  but  not  so 
critical  that  they  require  action  this  year.  I  would  hope  that  these 
measures  would  be  near  the  top  of  the  legislative  agenda  in  the  future. 

One  of  these  bills  provides  for  reorganization  of  the  Federal  en- 
ergy effort.  While  energy  is  one  of  our  Nation's  most  pressing  prob- 
lems, and  while  the  preservation  and  effective  use  of  our  natural  re- 
sources is  an  imperative  policy  goal,  it  is  presently  impossible  to  ad- 
minister these  related  objectives  in  a  coordinated  way.  Our  ability  to 
manage  our  resources  and  provide  for  our  needs  should  not  be  held 
hostage  to  old  forms  and  institutions. 

I  have  noted  repeatedly  the  need  for  thorough  reorganization  of 
the  executive  branch  of  the  Federal  Government.  I  believe  the  need 
for  reorganization  is  especially  acute  in  the  natural  resource  area.  I 
have  urged  and  I  urge  again  the  creation  of  a  Department  of  Energy 
and  Natural  Resources  to  permit  us  to  deal  with  these  questions  in  a 
more  comprehensive  and  more  effective  manner. 

I  also  again  ask  the  Congress  to  create  a  new,  independent  Energy 
Research  and  Development  Administration  so  that  we  can  make  the 
very  best  use  of  our  research  and  development  funds  in  the  future. 
Our  research  and  development  effort  could  produce  the  most  helpful 
solutions  to  the  energy  problem.  For  that  reason,  I  recently  announced 
plans  to  initiate  a  $10  billion  Federal  effort  in  this  field  over  the  next 
five  years.  No  legislative  action  is  needed  by  the  Congress  this  year 
to  provide  funding,  but  it  will  be  necessary  for  the  Congress  to  ap- 
prove such  funding  in  the  years  ahead. 

Since  regulation  of  atomic  energy  resources  can  be  better  and  more 
fairly  performed  if  it  is  disengaged  from  the  question  of  their  de- 
velopment and  promotion,  I  have  also  included  in  this  reorganization 
package  a  separate  and  independent  Nuclear  Energy  Commission  to 
perform  these  vital  duties. 

Siting  of  Power  Plants 

One  of  the  major  energy  questions  we  face  in  1973  is  whether  we 
can  provide  sufficient  electric  power  to  light  our  cities,  cool  and  heat 
our  homes,  and  power  our  industries  in  the  decades  ahead.  One  of  the 
solutions  to  that  problem  lies  in  the  increased  use  of  nuclear  energy.  It 
is  estimated  that  by  the  year  2000  nuclear  power  can  provide  nearly 
half  of  this  country's  electrical  production. 

We  now  have  adequate  safeguards  to  ensure  that  nuclear  power 
plants  are  safe  and  environmentally  acceptable,  but  the  way  in  which 
we  apply  those  safeguards  sometimes  causes  unreasonable  delays  in 
construction.  Similarly,  protracted  delays  have  been  encountered  in 
the  siting  of  our  plants  that  are  powered  by  fossil  fuels,  which  still 
must  provide  the  majority  of  our  electric  generation  capacity  over 
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the  next  three  decades.  Accordingly,  I  have  proposed  legislation  which 
would  streamline  the  process  for  determining  the  sites  of  power  plants 
and  transmission  lines  while  continuing  to  provide  full  protection  for 
public  health  and  for  the  environment.  This  legislation  has  been  under 
study  for  two  years,  and  I  am  anxious  to  get  it  out  of  committees  and 
onto  the  statute  books. 

Santa  Barbara  Energy  Reserve 

It  is  important  to  the  necessary  expansion  of  our  domestic  energy 
resources  that  we  make  more  effective  use  of  the  vast  oil  and  gas  re- 
serves along  our  Outer  Continental  Shelf.  That  is  why  I  have  ordered 
the  Department  of  the  Interior  to  triple  the  leasing  schedule  in  this 
area  and  have  directed  the  Council  on  Environmental  Quality  to  study 
the  feasibility  of  extending  Outer  Continental  Shelf  leasing  to  the 
waters  off  our  Atlantic  Coast  and  the  Gulf  of  Alaska.  I  am  equally  de- 
termined, however,  that  our  efforts  to  expand  energy  production  should 
not  run  rough-shod  over  our  valid  concern  to  protect  and  enhance  the 
natural  environment. 

I  have  therefore  proposed  in  the  past,  and  have  resubmitted  to  the 
Congress  this  year,  legislation  to  cancel  oil  leases  in  the  Santa  Barbara 
Channel  and  to  create  in  that  area  a  National  Energy  Reserve.  Under 
this  legislation,  oil  from  Naval  Petroleum  Reserve  No.  1  in  California 
would  be  substituted  for  the  oil  off  Santa  Barbara  and  part  of  the 
proceeds  from  that  production  would  be  used  to  meet  the  expenses  of 
exploring  other  potentially  vast  oil  and  gas  reserves  in  Naval  Petro- 
leum Reserve  No.  4  in  Alaska.  I  believe  that  this  legislation  would 
permit  us  to  maintain  momentum  in  exploration  and  development 
while  at  the  same  time  removing  the  threat  of  oil  spills  as  a  result  of 
the  unique  geological  formations  off  the  Southern  California  coast. 

In  view  of  the  present  scarcity  of  fuels,  it  is  important  that  we  act 
now  to  draw  upon  the  oil  available  in  the  Naval  Petroleum  Reserve 
No.  1  (Elk  Hills) .  During  the  next  several  days,  at  my  direction,  repre- 
sentatives of  the  Administration  will  seek  the  necessary  consultations 
with  members  of  the  Congress  in  order  to  increase  production  of  oil 
from  Elk  Hills.  This  increased  production  should  help  to  meet  the  fuel 
needs  of  the  West  Coast  this  winter. 

Richard  M.  Nixon. 

The  White  House,  September  10, 1973. 


STATEMENT 


October  9,  1973 


A  meeting  I  held  this  afternoon  with  many  of  my  top  energy 
and  environmental  advisors  has  underscored  once  again  the  need 
for  a  full-scale  effort  to  conserve  energy. 

It  is  now  widely  recognized  that  we  may  face  fuel  shortages  for  the 
next  few  years.  The  shortage  of  heating  oil  this  winter  could  be  as 
high  as  400,000  barrels  per  day.  If  every  household  will  lower  its 
thermostat  by  just  four  degrees  this  winter,  the  total  savings  in  heat- 
ing oil  alone  will  exceed  that  400,000  barrel-per-day  figure.  This  is 
what  conservation  by  all  our  citizens  can  accomplish. 

A  more  prudent  use  of  energy  must  be  made  at  all  levels — by 
Government,  by  industry,  and  by  private  citizens.  This  June  I  directed 
that  action  be  taken  throughout  the  Federal  Government  to  reduce 
anticipated  energy  consumption  by  a  total  of  7  percent,  and  I  urged 
industry,  State  and  local  government  and  the  general  public  to 
participate  in  efforts  to  reduce  expected  energy  demands  across  the 
Nation  by  5  percent  over  a  12-month  period. 

Our  meeting  today  was  to  assess  the  progress  made  so  far  and  to 
discuss  plans  for  the  winter  phase  of  our  National  Energy  Conserva- 
tion Campaign.  The  most  encouraging  report  came  from  Secretary 
Morton,  who  said  that  the  Federal  agencies  have  made  an  excellent 
start  toward  achieving  their  goal  of  a  7  percent  reduction  in  energy 
consumption.  Just  as  a  single  example,  the  General  Services  Admin- 
istration in  the  District  of  Columbia  has  taken  steps  which  should 
result  in  a  savings  of  164  million  kilowatt  hours  of  electricity  annually, 
reportedly  enough  electricity  to  supply  the  entire  city  of  Washington 
for  several  days.  Among  the  actions  being  taken  by  the  Federal 
agencies  are: 

— A  lowering  of  winter  temperature  settings  to  70-72  degrees,  com- 
pared to  last  year's  level  of  74-76  degrees. 

— Elimination  of  unnecessary  lighting. 

— And  purchase  and  rental  of  vehicles  which  use  gasoline  more 
efficiently. 

Also  in  today's  meeting,  Secretary  Dent  outlined  to  me  his  proposed 
program  to  encourage  business  and  industry  to  save  energy.  As  indus- 
trial use  accounts  for  40  percent  of  all  energy  consumption  in  the 
United  States,  our  business  leaders  have  a  vital  role  to  play  in  this 
effort. 

Mrs.  Knauer  reported  this  morning  on  her  efforts  to  provide  con- 
sumers with  the  information  they  will  need  to  use  energy  wisely. 
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Finally,  I  received  a  report  on  energy  conservation  from  my  Citi- 
zens' Advisory  Committee  on  Environmental  Quality.  This  Commit- 
tee is  chaired  by  Mr.  Henry  Diamond  of  New  York  and  includes  15 
of  the  Nation's  leading  citizens.  Its  report,  which  will  receive  wide 
distribution,  makes  extensive  recommendations  for  citizen  actions  to 
cut  back  their  energy  demands. 

Our  campaign  to  meet  America's  energy  needs  is  not  confined,  of 
course,  to  conservation.  We  are  also  pushing  to  increase  supplies 
through  both  executive  and  legislative  means.  We  have  already  taken  a 
number  of  executive  actions,  such  as  accelerating  the  leasing  of  off- 
shore oil  rights,  and  if  other  steps  should  become  appropriate,  I  will 
not  hesitate  to  take  them.  On  the  legislative  front,  there  are  still  seven 
major  proposals  awaiting  passage  on  Capitol  Hill,  and  I  am  anxious 
that  at  least  four  of  these  bills  be  enacted  before  the  end  of  the  year. 

In  addition,  we  are  asking  that  all  citizens  be  prepared  to  bear  their 
share  of  possible  shortages.  To  that  end,  the  Administration  has  just 
announced  its  decision  to  establish  a  program  of  mandatory  allocation 
for  home  heating  oil  and  propane.  It  should  be  understood  that  this 
action  will  not  increase  available  supplies,  but  will  merely  distribute 
supplies  so  that,  insofar  as  possible,  no  areas  will  face  critical  short- 
ages and  any  possible  inconveniences  will  be  shared  equally  by  all 
Americans. 

Our  energy  program  is  thus  all-embracing.  We  must  act  to  increase 
supplies  and  we  must  insure  a  fair  distribution  of  those  supplies.  But 
equally  important,  we  must  not  consume  more  than  we  need.  We  must 
not  waste  energy. 

Whenever  Americans  have  been  called  upon  to  join  together  and 
work  together  in  the  national  interest,  they  have  responded.  We  need 
the  united  action  of  all  Americans  now  to  conserve  the  fuel  we  must 
have  to  meet  our  vital  energy  needs. 

Richard  M.  Nixon. 

The  White  House,  October  9,  1973. 


STATEMENT 


October  11,  1973 


America's  national  energy  policy  requires  the  fullest  possible  utiliza- 
tion of  science  and  technology  to  insure  that  all  of  our  energy  resources 
become  available  rapidly  and  in  a  balanced  and  prudent  fashion.  As 
I  indicated  in  my  press  statement  on  September  8,  our  goal  must  be 
self  sufficiency — the  capacity  to  meet  our  energy  needs  with  our  own 
resources.  I  intend  to  take  every  step  necessary  to  achieve  that  goal. 
A  great  nation  cannot  be  dependent  upon  other  nations  for  resources 
essential  to  its  own  social  and  economic  progress. 

Preparatory  to  the  massive  five-year,  $10  billion  energy  research 
and  development  program  that  I  have  announced  will  begin  in  the 
next  fiscal  year  and  in  keeping  with  my  intention  to  commit  additional 
funds  in  this  fiscal  year  for  high  priority  energy  research  programs, 
I  am  today  announcing  the  details  of  an  additional  $115  million  incre- 
ment to  this  fiscal  year's  budget  for  energy  research  and  development. 
This  increase  will  raise  the  total  energy  R&D  funding  level  for  FY 
1974  to  about  $1  billion,  a  37  percent  increase  over  FY  1973. 

Appropriations  already  approved  by  the  Congress  will  provide  most 
of  the  funds  for  this  $115  million  increment.  I  will  soon  be  forwarding 
to  the  Congress  a  request  for  supplemental  appropriations  to  cover  the 
remainder. 

Our  hopes  for  advancing  research  and  development  also  rest  upon 
any  proposed  legislation  to  create  a  Department  of  Energy  and 
Natural  Resources  and  an  independent  Energy  Research  and  Develop- 
ment Administration.  This  legislation,  along  with  six  other  bills  now 
before  the  Congress,  is  essential  to  meet  the  full  range  of  our  energy 
needs.  The  Congress  has  initiated  hearings  on  my  proposal  for  reor- 
ganization, and  I  again  urge  that  it  proceed  with  dispatch. 

On  June  29,  I  directed  the  establishment  of  an  Energy  R&D 
Advisory  Council  to  assist  Governor  Love.  I  am  pleased  to  announce 
today  that  fifteen  of  our  Nation's  most  distinguished  scientists  and 
engineers,  under  the  leadership  of  Dr.  H.  Guyford  Stever,  who  serves 
as  my  science  advisor  and  as  Director  of  the  National  Science  Founda- 
tion, have  agreed  to  serve  on  this  Council.  This  group  is  holding  its 
first  meeting  this  morning:  at  the  White  House.  In  this  meeting  and 
in  coming  months,  this  Council  will  be  discussing  short-  and  long- 
range  research  and  development  programs,  and  acting  to  enlist  the 
talents  of  our  scientific  and  technological  community — in  industry, 
universities,  and  Government  laboratories — in  this  effort. 

I  am  confident  that  with  these  initiatives,  all  now  in  progress,  we 
are  well  underway  in  our  effort  to  meet  our  energy  requirements  with 
proper  regard  for  the  preservation  of  our  natural  environment  and  for 
the  early  achievement  of  energy  self  sufficiency.  As  additional  efforts 
prove  necessary,  I  shall  be  prepared  to  take  those  steps. 

Richard  M.  Nixon. 
The  White  House,  October  11,  1973. 
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ADDRESS  ON  THE  ENERGY  EMERGENCY 


November  7,  1973 


The  President  :  Good  evening.  I  want  to  talk  to  you  tonight  about  a 
serious  national  problem,  a  problem  we  must  all  face  together  in  the 
months  and  years  ahead. 

As  America  has  grown  and  prospered  in  recent  years,  our  energy 
demands  have  begun  to  exceed  available  supplies.  In  recent  months, 
we  have  taken  many  actions  to  increase  supplies  and  to  reduce  con- 
sumption. But  even  with  our  best  efforts,  we  knew  that  a  period  of 
temporary  shortages  was  inevitable. 

Unfortunately,  our  expectations  for  this  winter  have  now  been 
sharply  altered  by  the  recent  conflict  in  the  Middle  East.  Because  of 
that  war,  most  of  the  Middle  Eastern  oil  producers  have  reduced  over- 
all production  and  cut  off  their  shipments  of  oil  to  the  United  States. 
By  the  end  of  this  month,  more  than  2  million  barrels  a  day  of  oil  we 
expected  to  import  into  the  United  States  will  no  longer  be  available. 

We  must,  therefore,  face  up  to  a  very  stark  fact.  We  are  heading 
toward  the  most  acute  shortages  of  energy  since  World  War  II.  Our 
supply  of  petroleum  this  winter  will  be  at  least  10  percent  short  of  our 
anticipated  demands,  and  it  could  fall  short  by  as  much  as  17  percent. 

Now,  even  before  war  broke  out  in  the  Middle  East,  these  prospec- 
tive shoitages  were  the  subject  of  intensive  discussions  among  members 
of  my  Administration,  leaders  of  the  Congress,  Governors,  Mayors 
and  other  groups.  From  these  discussions  has  emerged  a  broad  agree- 
ment that  we,  as  a  Nation,  must  now  set  upon  a  new  course. 

In  the  short  run,  this  course  means  that  we  must  use  less  energy — 
that  means  less  heat,  less  electricity,  less  gasoline.  In  the  long  run,  it 
means  that  we  must  develop  new  sources  of  energy  which  will  give  us 
the  capacity  to  meet  our  needs  without  relying  on  any  foreign  nation. 

The  immediate  shortage  will  affect  the  lives  of  each  and  every  one  of 
us.  In  our  factories,  our  cars,  our  homes,  our  offices,  we  will  have  to  use 
less  fuel  than  we  are  accustomed  to  using.  Some  school  and  factory 
schedules  may  be  rearranged,  and  some  jet  airplane  flights  will  be 
canceled. 

This  does  not  mean  that  we  are  going  to  run  out  of  gasoline  or  that 
air  travel  will  stop,  or  that  we  will  freeze  in  our  homes  or  offices  any- 
place in  America.  The  fuel  crisis  need  not  mean  genuine  suffering  for 
any  American.  But  it  will  require  some  sacrifice  by  all  Americans. 

We  must  be  sure  that  our  most  vital  needs  are  met  first — and  that  our 
less  important  activities  are  the  first  to  be  cut  back.  And  we  must  be 
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sure  that  while  the  fat  from  our  economy  is  being  trimmed,  the  muscle 
is  not  seriously  damaged. 

To  help  us  carry  out  that  responsibility,  I  am  tonight  announcing 
the  following  steps : 

First,  I  am  directing  that  industries  and  utilities  which  use  coal — 
which  is  our  most  abundant  resource — be  prevented  from  converting 
from  coal  to  oil.  Efforts  will  also  be  made  to  convert  power  plants  from 
the  use  of  oil  to  the  use  of  coal. 

Second,  we  are  allocating  reduced  quantities  of  fuel  for  aircraft. 
Now,  this  is  going  to  lead  to  a  cutback  of  more  than  10  percent  of  the 
number  of  flights,  and  some  rescheduling  of  arrival  and  departure 
times. 

Third,  there  will  be  reductions  of  approximately  15  percent  in  the 
supply  of  heating  oil  for  homes  and  offices  and  other  establishments. 
To  be  sure  that  there  is  enough  oil  to  go  around  for  the  entire  winter, 
all  over  the  country,  it  will  be  essential  for  all  of  us  to  live  and  work  in 
lower  temperatures.  We  must  ask  everyone  to  lower  the  thermostat  in 
your  home  by  at  least  6  degrees,  so  that  we  can  achieve  a  national  day- 
time average  of  68  degrees. 

Incidentally,  my  doctor  tells  me  that  in  a  temperature  of  66  to  68 
degrees,  you  are  really  more  healthy  than  when  it  is  75  to  78,  if  that  is 
any  comfort.  In  offices,  factories  and  commercial  establishments,  we 
must  ask  that  you  achieve  the  equivalent  of  a  10-degree  reduction  by 
either  lowering  the  thermostat  or  curtailing  working  hours. 

Fourth,  I  am  ordering  additional  reductions  in  the  consumption  of 
energy  by  the  Federal  Government.  We  have  already  taken  steps  to 
reduce  the  Government's  consumption  by  7  percent.  The  cuts  must  now 
go  deeper,  and  must  be  made  by  every  agency  and  every  department  in 
the  Government.  I  am  directing  that  the  daytime  temperatures  in  Fed- 
eral offices  be  reduced  immediately  to  a  level  of  between  65  and  68  de- 
gress, and  that  means  in  this  room,  too,  as  well  as  in  every  other  room 
in  the  White  House.  In  addition,  I  am  ordering  that  all  vehicles  owned 
by  the  Federal  Government — and  there  are  over  a  half  million  of 
them — travel  no  faster  than  50  miles  per  hour  except  in  emergencies. 
This  is  a  step  which  I  have  also  asked  Governors,  Mayors  and  local 
officials  to  take  immediately  with  regard  to  vehicles  under  their 
authority. 

Fifth,  I  am  asking  the  Atomic  Energy  Commission  to  speed  up 
the  licensing  and  construction  of  nuclear  plants.  We  must  seek  to 
reduce  the  time  required  to  bring  nuclear  plants  on  line,  nuclear 
plants  that  can  produce  power,  to  bring  them  on  line  from  10  years  to 
6  years,  reduce  that  time  lag. 

Sixth.  I  am  asking  that  Governors  and  Mayors  reinforce  these 
actions  by  taking  appropriate  steps  at  the  State  and  local  level.  We 
have  already  learned  for  example,  from  the  State  or  Oregon,  that 
considerable  amounts  of  energy  can  be  saved  simply  by  curbing  unnec- 
essary lighting  and  slightly  altering  the  school  year.  I  am  recommend- 
ing that  other  communities  follow  this  example  and  also  seek  ways  to 
stagger  working  hours,  to  encourage  greater  use  of  mass  transit  and 
car  pooling. 

How  many  times  have  you  gone  along  the  highway  or  the  freeway, 
wherever  the  case  may  be,  and;  see  hundreds  and  hundreds  of  cars 
with  one  individual  in  that  car.  This  we  must  all  cooperate  to  change. 
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Consistent  with  safety  and  economic  consideration,  I  am  also  asking 
Governors  to  take  steps  to  reduce  highway  speed  limits  to  50  miles 
per  hour.  This  action  alone,  if  it  is  adopted  on  a  nationwide  basis 
could  save  over  200,000  barrels  of  oil  a  day — just  reducing  the  speed 
limit  to  50  miles  per  hour. 

Now,  all  of  these  actions  will  result  in  substantial  savings  of  energy. 
More  than  that,  most  of  these  are  actions  that  we  can  take  right  now 
without  further  delay. 

The  key  to  their  success  lies,  however,  not  just  here  in  Washington, 
but  in  every  home,  in  every  community  across  this  country.  If  each 
of  us  join  in  this  effort,  joins  with  the  spirit  and  the  determination 
that  have  always  graced  the  American  character,  then  half  the  battle 
will  already  be  won. 

But  we  should  recognize  that  even  these  steps,  as  essential  as  they 
are,  may  not  be  enough.  We  must  be  prepared  to  take  additional  steps, 
and  for  that  purpose,  additional  authorities  must  be  provided  by  the 
Congress. 

I  have  therefore  directed  my  chief  adviser  for  energy  policy,  Gov- 
ernor Love,  and  other  Administration  officials,  to  work  closely  with 
the  Congress  in  developing  an  emergency  energy  act. 

I  met  with  the  leaders  of  the  Congress  this  morning  and  I  asked 
that  they  act  on  this  legislation  on  a  priority  urgent  basis.  It  is  im- 
perative that  this  legislation  be  on  my  desk  for  signature  before  the 
Congress  recesses  this  December. 

Because  of  the  hard  work  that  has  already  been  done  on  this  bill 
by  Senators  Jackson  and  Fannin,  and  others,  I  am  confident  that  we 
can  meet  that  goal,  and  I  will  have  the  bill  on  this  desk  and  will  be 
able  to  sign  it. 

This  proposed  legislation  would  enable  the  Executive  Branch  to 
meet  the  energy  emergency  in  several  important  ways : 

First,  it  would  authorize  an  immediate  return  to  Daylight  Saving 
Time  on  a  year-round  basis. 

Second,  it  would  provide  the  necessary  authority  to  relax  environ- 
mental regulations  on  a  temporary  case-by-case  basis,  thus  permitting 
an  appropriate  balancing  of  our  environmental  interests,  which  all 
of  us  share,  with  our  energy  requirements,  which,  of  course,  are 
indispensible. 

Third,  it  would  grant  authority  to  impose  special  energy  conser- 
vation measures  such  as  restrictions  on  the  working  hours  for  shopping 
centers  and  other  commercial  establishments. 

And  fourth,  it  would  approve  and  fund  increased  exploration  de- 
velopment and  production  from  our  Naval  Petroleum  Reserves.  These 
reserves  are  rich  sources  of  oil.  From  one  of  them  alone — Elk  Hills 
in  California — we  could  produce  more  than  160,000  barrels  of  oil  a  day 
within  two  months. 

Fifth,  it  would  provide  the  Federal  Government  with  authority  to 
reduce  highway  speed  limits  throughout  the  Nation. 

And  finally,  it  would  expand  the  power  of  the  Government's  regu- 
latory agencies  to  adjust  the  schedules  of  planes,  ships,  and  other 
carriers. 

If  shortages  persist,  despite  all  of  these  actions  and  despite  inevi- 
table increases  in  the  price  of  energy  products,  it  may  then  become  nec- 
essary— may  become  necessary — to  take  even  stronger  measures. 
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It  is  only  prudent  that  we  be  ready  to  cut  the  consumption  of  oil 
products,  such  as  gasoline,  by  rationing,  or  by  a  fair  system  of  taxation, 
and  consequently,  I  have  directed  that  contingency  plans,  if  this  be- 
comes necessary,  be  prepared  for  that  purpose. 

Now,  some  of  you  may  wonder  whether  we  are  turning  back  the 
clock  to  another  age.  Gas  rationing,  oil  shortages,  reduced  speed 
limits — they  all  sound  like  a  way  of  life  we  left  behind  with  Glenn 
Miller  and  the  war  of  the  1940s.  Well,  in  fact,  part  of  our  current 
problem  also  stems  from  war — the  war  in  the  Middle  East.  But  our 
deeper  energy  problems  come  not  from  war,  but  from  peace  and  from 
abundance.  We  are  running  out  of  energy  today  because  our  economy 
has  grown  enormously  and  because  in  prosperity  what  were  once  con- 
sidered luxuries  are  now  considered  necessities. 

How  many  of  you  can  remember  when  it  was  very  unusual  to  have 
a  home  air  conditioned  ?  And  yet,  this  is  very  common  in  almost  all 
parts  of  the  Nation. 

As  a  result,  the  average  American  will  consume  as  much  energy  in 
the  next  seven  days  as  most  other  people  in  the  world  will  consume 
in  an  entire  year.  We  have  only  six  percent  of  the  world's  people  in 
America,  but  we  consume  over  30  percent  of  all  the  energy  in  the 
world. 

Now,  our  growing  demands  have  bumped  up  against  the  limits  of 
available  supply  and  until  we  provide  new  sources  of  energy  for  to- 
morrow, we  must  be  prepared  to  tighten  our  belts  today. 

Let  me  turn  now  to  our  long-range  plans. 

While  a  resolution  of  the  immediate  crisis  is  our  highest  priority, 
we  must  also  act  now  to  prevent  a  recurrence  of  such  a  crisis  in  the 
future.  This  is  a  matter  of  bipartisan  concern.  It  is  going  to  require 
a  bipartisan  response. 

Two  years  ago,  in  the  first  energv  message  any  President  has  ever 
sent  to  the  Congress,  I  called  attention  to  our  urgent  energy  problem. 
Last  April,  this  year,  I  reaffirmed  to  the  Congress  the  magnitude  of 
that  problem,  and  I  called  for  action  on  seven  major  legislative  initia- 
tives. Again  in  June,  I  called  for  action.  I  have  done  so  frequently 
since  then. 

But  thus  far,  not  one  major  energy  bill  that  I  have  asked  for  has 
been  enacted.  I  realize  that  the  Congress  has  been  distracted  in  this 
period  by  other  matters.  But  the  time  has  now  come  for  the  Congress 
to  get  on  with  this  urgent  business — providing  the  legislation  that  will 
meet  not  only  the  current  crisis,  but  also  the  long-range  challenge  that 
we  face. 

Our  failure  to  act  now  on  our  long-term  energy  problems  could 
seriously  endanger  the  capacity  of  our  farms,  and  of  our  factories*  to 
employ  Americans  at  record-breaking  rates — nearly  8fi  million  people 
are  now  at  work  in  this  country — and  to  provide  the  highest  standard 
of  living  we,  or  any  other  nation,  has  ever  known  in  history. 

It  could  reduce  the  capacity  of  our  farmers  to  provide  the  food 
we  need.  It  could  jeopardize  our  entire  transportation  svstem.  It  could 
seriously  weaken  the  ability  of  America  to  continue  to  give  the  leader- 
ship which  only  we  can  provide  to  keep  the  peace  that  we  have  won  at 
such  great  cost,  for  thousands  of  our  finest  young  Americans. 

That  is  why  it  is  time  to  act  now  on  vital  energy  legislation  that 
will  affect  our  daily  lives,  not  just  this  year,  but  for  years  to  come. 
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We  must  have  legislation  now  which  will  authorize  construction 
of  the  Alaska  pipeline — legislation  which  is  not  burdened  with  ir- 
relevant and  unnecessary  provisions. 

We  must  have  legislative  authority  to  encourage  production  of  our 
vast  quantities  of  natural  gas,  one  of  the  cleanest  and  best  sources  of 
energy. 

We  must  have  the  legal  ability  to  set  reasonable  standards  for  the 
surface  mining  of  coal. 

And  we  must  have  the  organizational  structures  to  meet  and  ad- 
minister our  energy  programs. 

And  therefore,  tonight,  as  I  did  this  morning  in  meeting  with  the 
Congressional  leaders,  I  again  urge  the  Congress  to  give  its  attention 
to  the  initiatives  I  recommended  six  months  ago  to  meet  these  needs 
that  I  have  described. 

Finally,  I  have  stressed  repeatedly  the  necessity  of  increasing  our 
energy  research  and  development  efforts.  Last  June,  I  announced  a 
five-year,  $10  billion  program  to  develop  better  ways  of  using  energy 
and  to  explore  and  develop  new  energy  sources.  Last  month  I  an- 
nounced plans  for  an  immediate  acceleration  of  that  program. 

We  can  take  heart  from  the  fact  that  we  in  the  United  States  have 
half  the  worlds  known  coal  reserves.  We  have  huge,  untapped  sources 
of  natural  gas.  We  have  the  most  advanced  nuclear  technology  known 
to  man.  We  have  oil  in  our  continental  shelves.  We  have  oil  shales  out 
in  the  Western  part  of  the  United  States  and  we  have  some  of  the 
finest  technical  and  scientific  minds  in  the  world.  In  short,  we  have 
all  the  resources  we  need  to  meet  the  great  challenge  before  us.  Now 
we  must  demonstrate  the  will  to  meet  that  challenge. 

In  World  War  II,  America  was  faced  with  the  necessity  of  rapidly 
developing  an  atomic  capability.  The  circumstances  were  grave.  Re- 
sponding to  that  challenge,  this  Nation  brought  together  its  finest 
scientific  skills  and  its  finest  administrative  skills  in  what  was  known 
as  the  Manhattan  Project.  With  all  the  needed  resources  at  its  com- 
mand, with  the  highest  priority  assigned  to  its  efforts,  the  Manhattan 
Proiect  gave  us  the  atomic  capacity  that  helped  to  end  the  war  in 
the  Pacific  and  to  bring  peace  to  the  world. 

Twenty  years  later,  responding  to  a  different  challenge,  we  focused 
our  scientific  and  technological  genius  on  the  frontiers  of  space.  We 
pledged  to  put  a  man  on  the  moon  before  1970,  and  on  July  20,  1969, 
Neil  Armstrong  made  that  historic  "giant  leap  for  mankind"  when 
he  stepped  on  the  moon. 

The  lessons  of  the  Apollo  project,  and  of  the  earlier  Manhattan 
Project,  are  the  same  lessons  that  are  taught  by  the  whole  of  American 
history :  Whenever  the  American  people  are  faced  with  a  clear  goal 
and  they  are  challenged  to  meet  it,  we  can  do  extraordinary  things. 

Today  the  challenge  is  to  gain  the  strength  that  we  had  earlier  in 
this  century,  the  strength  of  self-sufficiency.  Our  ability  to  meet  our 
own  energy  needs  is  directly  limited  to  our  continued  ability  to  act 
decisively  and  independently  at  home  and  abroad  in  the  service  of 
peaoe.  not  onlv  for  America,  but  for  all  nations  in  the  world. 

I  have  ordered  funding  of  this  effort  to  achieve  self-sufficiency  far 
in  excess  of  the  funds  that  were  expended  on  the  Manhattan  Project, 
but  money  is  only  one  of  the  ingredients  essential  to  the  success  of 
such  a  project. 
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We  must  also  have  a  unified  commitment  to  that  goal.  We  must 
have  unified  direction  of  the  effort  to  accomplish  it.  Because  of  the 
urgent  need  for  an  organization  that  would  provide  focused  leadership 
for  this  effort,  I  am  asking  the  Congress  to  consider  my  proposal  for 
an  Energy  Research  and  Development  Administration  separate  from 
any  other  organizational  initiatives,  and  to  enact  this  legislation  in 
the  present  session  of  the  Congress. 

Let  us  unite  in  committing  the  resources  of  this  Nation  to  a  major 
new  endeavor,  an  endeavor  that  in  this  bicentennial  era  we  can  appro- 
priately call  "Project  Independence."  Let  us  set  as  our  national  goal, 
in  the  spirit  of  Apollo,  with  the  determination  of  the  Manhattan 
Project,  that  by  the  end  of  this  decade  we  will  have  developed  the 
potential  to  meet  our  own  energy  needs  without  depending  on  any 
foreign  energy  sources. 

Let  us  pledge  that  by  1980,  under  Project  Independence,  we  shall 
be  able  to  meet  America's  energy  needs  from  America's  own  energy 
resources. 

In  speaking  to  you  tonight  in  terms  as  direct  as  these,  my  concern 
has  been  to. lay  before  you  the  full  facts  of  the  Nation's  energy  short- 
age. It  is  important  that  each  of  us  understands  what  the  situation 
is  and  how  the  efforts  we,  together,  can  take  to  help  to  meet  it  are 
essential  to  our  total  effort. 

No  people  in  the  world  perform  more  nobly  than  the  American 
people  when  called  upon  to  unite  in  the  service  of  their  country.  I  am 
supremely  confident  that  while  the  days  and  weeks  ahead  may  be  a 
time  of  some  hardship  for  many  of  us,  they  will  also  be  a  time  of 
renewed  commitment  and  concentration  to  the  national  interest. 

We  have  an  energy  crisis,  but  there  is  no  crisis  of  the  American 
spirit.  Let  us  go  forward,  then,  doing  what  needs  to  be  done,  proud  of 
what  we  have  accomplished  together  in  the  past,  and  confident  of 
what  we  can  accomplish  together  in  the  future. 

Let  us  find  in  this  time  of  national  necessity  a  renewed  awareness 
of  our  capacities  as  a  people,  a  deeper  sense  of  our  responsibilities  as 
a  Nation,  and  an  increased  understanding  that  the  measure  and  the 
meaning  of  America  has  always  been  determined  by  the  devotion 
which  each  of  us  brings  to  our  duty  as  citizens  of  America. 

I  should  like  to  close  with  a  personal  note. 

It  was  just  one  year  ago  that  I  was  re-elected  as  President  of  the 
United  States  of  America.  During  this  past  year  we  have  made  great 
progress  in  achieving  the  goals  that  I  set  forth  in  my  re-election 
campaign. 

We  have  ended  the  longest  war  in  America's  history.  All  of  our 
prisoners  of  war  have  been  returned  home.  And  for  the  first  time  in 
25  years,  no  young  Americans  are  being  drafted  into  the  Armed 
Services.  We  have  made  progress  toward  our  goal  of  a  real  prosperity, 
a  prosperity  without  war.  The  rate  of  unemployment  is  down  to  4^/2 
percent,  which  is  the  lowest  unemployment  in  peacetime  that  we  have 
had  in  16  years,  and  we  are  finally  beginning  to  make  progress  in  our 
fight  against  the  rise  in  the  cost  of  living. 

These  are  substantial  achievements  in  this  year  1973.  But  I  would 
be  less  than  candid  if  I  were  not  to  admit  that  this  has  not  been  an 
easy  year  in  some  other  respects,  as  all  of  you  are  quite  aware. 
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As  a  result  of  the  deplorable  Watergate  matter,  great  numbers  of 
Americans  have  had  doubts  raised  as  to  the  integrity  of  the  President 
of  the  United  States.  I  have  even  noted  that  some  publications  have 
called  on  me  to  resign  the  office  of  President  of  the  United  States. 

Tonight  I  would  like  to  give  my  answer  to  those  who  have  suggested 
that  I  resign. 

I  have  no  intention  whatever  of  walking  away  from  the  job  I  was 
elected  to  do.  As  long  as  I  am  physically  able,  I  am  going  to  continue 
to  work  16  to  18  hours  a  day  for  the  cause  of  a  real  peace  abroad,  and 
for  the  cause  of  prosperity  without  inflation  and  without  war  at  home. 
And  in  the  months  ahead,  I  shall  do  everything  that  I  can  to  see  that 
any  doubts  as  to  the  integrity  of  the  man  who  occupies  the  highest 
office  in  this  land,  to  remove  those  doubts  where  they  exist. 

And  I  am  confident  that  in  the  months  ahead,  the  American  people 
will  come  to  realize  that  I  have  not  violated  the  trust  that  they  placed 
in  me  when  they  elected  me  as  President  of  the  United  States  in  the 
past,  and  I  pledge  to  you  tonight  that  I  shall  always  do  everything 
ihat  I  can  to  be  worthy  of  that  trust  in  the  future. 

Thank  you  and  good  night. 

Richard  M.  Xixox. 

The  White  House.  November  7,  1973. 
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Background 


In  the  President's  Energy  Message  of  April  18,  the  President  char- 
acterized the  energy  situation  facing  the  country  as  a  problem,  but  not 
a  crisis. 

While  we  were  faced  with  a  tight  supply  situation  this  winter,  par- 
ticularly in  home  heating  oil,  we  felt  that  voluntary  conservation  ef- 
forts, coupled  with  increased  imports  would  allow  us  to  balance  the 
supply  and  demand. 

However,  as  a  result  of  the  actions  taken  in  the  Middle  East,  our 
ability  to  import  has  not  increased,  but  has  in  fact  declined.  Therefore, 
the  energy  problem  has  become  much  more  severe. 

Current  Situation 

Recent  oil  curtailments  will  mean  a  shortage  this  winter  of  between 
2  and  3  million  barrels  per  day  of  crude  oil  and  products — or  10  to 
17%  of  expected  demand. 
— Current  shortages  are  approximately  10%  of  demand. 
— If  the  oil  cutoff  continues  as  petroleum  demand  increases  during 
the  winter,  the  overall  shortage  will  rise  toward  the  3  million 
barrels  per  day  level — 17%  of  demand. 
— At  the  current  2  million  barrels  per  day  level,  the  total  shortage 
in  major  fuels  are: 


— Distillate  fuels — including  heating  oil,  diesel  fuel  and  kero- 
sene— at  least  450,000  barrels  per  day  or  11%  short  of  expected 
demand.  (Heating  oil  shortages  are  expected  to  be  over  15% 
short  of  demand. ) 

— Residual  fuel  oil — which  is  used  primarily  by  electric  utilities, 
industrial  operations  and  for  heating  large  buildings — is  ap- 
proximately 500  thousand  barrels  per  day  or  13%  short  of  ex- 
pected demand. 

— Jet  fuel — at  least  100  thousand  barrels  per  day  or  13%  short  of 
commercial  and  private  use. 

— Gasoline — at  least  500,000  barrels  per  day  or  7%  short  of  de- 
mand. Expected  shifts  in  refinery  output  to  higher  production 
of  heating  oil  at  the  expense  of  gasoline  could  decrease  the 
shortage  of  heating  oil  and  increase  the  shortage  of  gasoline  by 
as  much  as  200,000  barrels  per  day. 

Actions  Now  Being  Taken  by  the  Administration 

The  following  actions  are  being  taken  by  the  Administration,  pri- 
marily under  the  authority  of  the  Economic  Stabilization  Act  of  1970 
and  the  Defense  Production  Act  of  1950. 

Reduce  Residential  Oil  Consumption 

— Regulations  are  being  issued  which  prevent  utilities  and  indus- 
trial facilities  from  switching  from  coal  to  petroleum  fuels  to  re- 
duce the  growing  demand  for  residual  oil. 

— Utilities  will  be  encouraged  and,  where  possible,  required  to  con- 
vert power  plants  currently  using  residual  oil  to  coal. 

— 46  power  plants  have  indicated  a  capacity  to  convert  within  60 
days,  with  a  potential  savings  of  residual  oil  of  400,000  barrels 
per  day. 

— Actual  conversions  will  depend  upon  such  factors  as  the  avail- 
ability of  coal,  transportation  and  storage  facilities,  and  variances 
from  State  Clean  Air  restrictions. 

Reduce  Jet  Fuel*  Consumption 

— The  Federal  Aviation  Administration  is  continuing  to  work  with 
airrines  on  action  to  reduce  fuel  consumption,  such  as  reducing 
speeds  and  limiting  the  amount  of  taxiing.  This  will  save  an  esti- 
mated 20,000  barrels  per  day. 

— New  steps  will  be  taken  under  the  fuel  allocation  program  to  dis- 
tribute available  jet  fuel  equitably  among  commercial  and  other 
jet  fuel  users.  Shortages  could  result  in  a  10%  reduction  in  sched- 
uled flights. 

Reduce  Heating  Oil  C&nsumption 

— Thermostats  in  Federal  buildings  will  be  reduced  to  65-68°,  lead- 
ing to  a  19%  reduction  from  last  year  in  eneriry  required  for  heat- 
ing— or  the  equivalent  of  40,000  barrels  of  oil  per  day  during  the 
winter. 
—The  President  asked  that : 

— Thermostats  in  homes  be  reduced  by  6°,  to  reaeh  a  national 
davtime  average  of  68°. 
— Offices,  factories  and  commercial  establishments  achieve  the 
equivalent  of  a  10°  reduction  through  lowering  thermostats  or 
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curtailing  working  hours.    (An  estimated  450,000  to  600,000 
barrels  per  day  of  heating  oil  could  be  saved  by  these  actions). 
— Homeowners  and  businesses  that  heat  with  electricity  and  nat- 
ural gas  make  the  same  sacrifices  as  those  using  oil. 
— Plans  are  being  developed  to  control  consumption  of  heating  oil 
through  rationing,  if  that  proves  necessary.  A  proposed  plan 
will  be  published  in  the  Federal  Register  in  about  4  weeks.  In 
addition,  control  fees  are  being  considered  to  dampen  excessive 
use  of  natural  gas  and  electricity. 

Redtoce  Gasoline  Demand 

— The  President  has  directed  that  operators  of  all  Federal  motor 

vehicles  observe  a  50  MPH  speed  limit. 
— The  President  asked  Governors,  Mayors  and  the  general  public 

to  take  steps  to  reduce  gasoline  use.  Possible  steps  include : 

— Make  greater  use  of  mass  transit  and  car  pools.  An  increase 
in  the  average  car  occupancy  for  commuter  trips  from  the  cur- 
rent 1.6  persons  to  2.5  persons  would  save  approximately  400 
thousand  barrels  per  day. 

— Reduce  speeds  on  highways  within  their  states  to  a  maximum  of 
50  MPH. 

— State  and  local  governments  can  discourage  automobile  use 
by: 

— Setting  aside  bus  lanes. 
— Establishing  higher  parking  taxes. 

— Blocking  off  certain  city  sectors  to  cars  with  only  one  occupant. 
— Providing  preferential  parking  for  car  pools. 

— State  and  local  governments  can  stagger  working  hours  to 
smooth  traffic  flow  and  increase  use  of  public  transit. 
— The  President  directed  the  Secretary  of  Transportation  to  give 

priority  to  grant  applications  for  the  purchase  of  buses  for  mass 

transit  under  the  authority  of  the  Federal  Aid  Highway  Act  of 

1973  and  the  Urban  Mass  Transportation  Act.  (Approximately 

$1.8  billion  per  year  is  available  for  urban  highway  and  urban 

mass  transit  capital  assistance) . 
— A  plan  for  rationing  of  gasoline  is  being  developed  and  will  be 

implemented  if  necessary. 

Other  Presidential  Actions 

— Directed  the  Office  of  Management  and  Budget  to  establish  an 
interagency  task  force  to  monitor  the  allocation  and  rationing 
programs  and  develop  plans  for  dealing  with  the  expected 
shortage. 

— Directed  the  Secretary  of  Interior  to  establish  a  fuel  allocation 
administration  to  administer  all  energy  allocation  and  rationing 
programs. 

— Directed  the  Secretary  of  Commerce  to  establish  a  National  In- 
dustrial Energy  Conservation  Council  to  promote  conservation 
in  industry. 

— Directed  the  Secretary  of  the  Interior  to  activate  the  Emergency 
Petroleum  Supply  Committee,  which  consists  of  oil  company  offi- 
cials and  serves  in  emergencies  to  gather  information  on  imported 
petroleum  supplies  and  their  transportation. 
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— Energy  companies  should  not  take  advantage  of  the  current  oil 
shortages  to  gain  excessive  profits.  If  necessary  the  Economic 
Stabilization  Act  will  be  used  to  insure  that  the  companies  do  not 
benefit  unduly. 

Other  State  and  Local  Actions 

Governors  and  Mayors  that  have  not  yet  done  so  are  being  asked  to 
establish  energy  emergency  offices  or  committees  to: 

— Determine  the  energy  supply  and  demand  situations  in  their  areas. 

— Develop  and  implement  actions  to  reduce  energy  demand. 

— Coordinate  activities  to  assist  those  who  do  not  have  adequate 
fuel  supplies. 

— Work  with  Federal  agencies  that  are  allocating  fuel. 

Emergency  Energy  Legislation 

Current  emergency  authority  available  by  the  President  for  dealing 
with  the  energy  emergency  is  largely  limited  to : 

— Defense  Production  Act  of  1950,  as  amended,  which  provides 
broad  authority  including  authority  to  allocate  and  control  the 
use  of  materials  for  National  security  purposes. 
■ — Economic  Stabilization  Act  of  1970,  as  amended  which  provides 
authority  to  allocate  petroleum  as  well  as  authority  to  control 
prices  and  wages. 
— Export  Administration  Act  of  1969,  as  amended,  which  provides 

authority  to  restrict  exports. 
At  the  President's  direction,  Energy  Policy  Advisor  John  Love 
and  other  Administration  officials  have  been  working  with  the  Con- 
gress over  the  past  two  weeks  to  identify  new  authority  needed  to 
respond  in  a  timely  fashion  to  an  energy  emergency. 

Legislation  is  needed  for  action  in  an  energy  emergency  in  the 
following  areas: 
— Authorize  mandatory  energy  conservation  measures  such  as: 
— Curtailing  outdoor  electrical  advertising  and  ornamental  light- 
ing (ornamental  gas  lights  use  an  amount  of  natural  gas  equiva- 
lent to  35,000  barrels  per  day  or  enough  to  heat  175,000  homes) . 
— Reducing  commercial  operating  hours. 
— Reducing  speed  limits. 

— Imposition  of  energy  conservation  fees  or  taxes,  such  as  on 
consumption  of  natural  gas  or  on  excessive  uses  of  electric 
energy. 
— Give  Congressional  approval  to: 

— The  finding  by  the  Secretary  of  the  Navy  (approved  by  the 
President)  that  increased  production  from  the  Elk  Hills  Naval 
Petroleum  Reserve  is  needed  for  national  defense  purposes. 
(160,000  barrels  of  oil  per  day — 8%  of  current  shortages — 
could  be  obtained  from  Elk  Hills  within  60  days). 
—Use  of  proceeds  from  sale  or  exchange  of  the  Navy  owned  oil 
to  fund  further  development  and  production  from  Elk  Hills 
and  for  exploration  and  proving  Naval  Petroleum  Reserves, 
especially  NPR  #4  in  Alaska. 
— Authorize  the  use  of  daylight  savings  time  throughout  the. year. 
(This  could  reduce  electricity  and  heating  demands,  particularly 
in  Northern  areas,  by  as  much  as  3%). 
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—Authorize  the  President,  acting  through  the  Administrator  of 
EPA  to  exempt  (grant  waivers)  stationary  sources  from  Federal 
and  State  air  and  water  quality  laws  and  regulations.  There  would 
be  no  change  in  Federal  or  State  standards.  Rather,  there  would 
be  a  case-by-case  review  by  the  Environmental  Protection  Agency 
with  authority  for  the  Administrator  of  EPA  to  grant  waivers, 
without  notice  or  hearing,  and  to  override  state  or  local  regula- 
tions, if  necessary.  Relaxation  would  generally  be  limited  to  one 
year  except  where  longer  periods  are  necessary  to  make  conver- 
sions to  alternative  fuel  economically  feasible. 
— Authorize  the  President  to  exempt  actions  taken  under  the  pro- 
posed energy  emergency  act  from  the  National  Environmental 
Protection  Act  (NEPA).  However,  an  environmental  evaluation 
of  substantive  content  similar  to  an  environmental  impact  state- 
ment would  be  required  prior  to  the  action,  if  possible,  but  within 
60  days  in  any  event.  Actions  in  effect  over  one  year  would  become 
subject  to  the  full  NEPA  requirements. 
— Upon  declaration  of  an  emergency  by  the  President,  regulatory 
agencies  (FPC,  CAB,  ICC,  FMC  and  AEC)  would: 
— consider  energy  use  and  conservation  as  part  of  their  public 

interest  determinations,  and, 
— in  the  case  of  the  transportation  agencies,  be  authorized,  after 

summary  hearings,  to  adjust  a  carrier's  operating  authority  in 

such  respects  as :  number  of  trips,  points  served,  and  rate  sched* 

ules,  and, 
— in  the  case  of  the  FPC,  be  authorized,  for  the  duration  of  the 

energy  emergency  to  suspend  the  regulation  of  prices  of  new 

production  of  natural  gas,  and, 
— in  the  case  of  the  AEC,  be  empowered  to  grant  a  temporary 

(up  to  18  months)  operating  license  without  a  public  hearing,' 

but  subject  to  all  safety  and  other  requirements  of  its  act. 

Organization  and  Funding  for  Energy  R.  &  D. 

The  President  is  requesting  the  Congress  to  give  priority  attention 
to  the  establishment  of  ERDA,  separate  and  distinct  from  DENR  in 
order  to  move  ahead  rapidly  with  the  creation  of  a  strong  manage- 
ment framework  for  developing  energy  technology. 
— On  June  29, 1973,  the  President  proposed  to  Congress  legislation 
to  establish  a  Department  of  Energy  and  Natural  Resources 
(DENR),  Energy  Research  and  Development   Administration 
(ERDA),  Nuclear  Energy  Commission  (NEC). 
— The  creation  of  ERDA  will  also  result  in  a  corresponding  re- 
organization of  the  AEC's  regulatory  functions  into  an  independ- 
ent NEC. 
The  President  also  directed  authorizing  legislation  for  the  5-year — 
$10  billion  energy  R&D  program  that  he  announced  on  June  29,  1070 
be  forwarded  to  Congress  to  provide  the  necessary  funds  for  ERDA. 

Other  Administration  Legislative  Proposals  on  Energy  Awaiting 
Congressional  Action 

The  President  again  asked  that  the  Congress  act  on  the  following 
legislative  proposals  needed  to  improve  our  longer  term  energy 
situation : 
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— During  this  session : 

— Alaska  Pipeline 

— Natural  Gas  Supply  Act 

— Mined  Area  Protection  Act  (Surface  mining) 

— Deepwater  Port  Facilities 

— ERD A/NEC  Reorganization 
— Early  next  session : 

— Electrical  facilities  siting 

— DENR 

Previous  Presidential  Statements  on  Energy 

— June  20, 1971  Message  to  the  Congress  on  Clean  Energy 

— April  18, 1973  Message  to  Congress  on  National  Energy  Policy 

— June  29,  1973  statement  on  Energy  Conservation,  R&D  and 

Organization 
— October  9, 1973  statement  on  Energy  Conservation 
— October  11,  1973  statement  on  Energy  R&D,  including  added 

funds  for  FY-74. 

Data  on  sources  and  uses  of  energy,  1972 
All  Energy  Sources 

Petroleum  (including  natural  gas  liquids)  : 

Million  barrels 5,  960 

Trillion  BTU 32,  812 

Percent 46 

Natural  gas : 

Billion  cubic  feet 22,  607 

Trillion  BTU 23,  308 

Percent 32 

Coal  (Bituminous,  anthracite  and  lignite)  : 

Thousand  short  tons 517,  053 

Trillion  BTU 12,  428 

Percent 17 

Hydropower : 

Billion  kilowatt-hours____ 280.  2 

Trillion  BTU 2,  937 

Percent  4 

Nuclear  power : 

Billion  kilowatt-hours 56.  9 

Trillion  BTU 606 

Percent . —..  1 

Total  gross  energy :  Trillion  BTU 72,  091 

All  Energy  Uses 

The  1972  figures  show  that  consumption  by  major  consuming  sectors 
was  fairly  evenly  divided : 

Percent 

Industrial 28.  8 

Electricity  Generation 25.  6 

Transportation 25.  0 

Household  and  Commercial 20.  6 

When  electrical  generation  is  factored  into  the  other  sectors,  the 
breakdown  is  as  follows : 

Percent 

Industrial 43 

Commercial  19 

Residential 24 
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Petroleum 

At  present,  the  United  States  depends  upon  petroleum  to  meet  ap- 
proximately one-half  of  its  energy  demand. 

On  the  average  for  1973,  petroleum  use  is  approximately  17  million 
barrels  per  day. 

Imports  accounted  for  approximately  33%  of  all  crude  oil  and 
petroleum  products  prior  to  the  recent  curtailments. 

The  table  below  shows  United  States  imports  of  crude  oil  and 
products. 

U.S.  IMPORTS  OF  CRUDE  OIL  AND  PRODUCTS 
[Figures  for  2d  quarter  1973— in  thousands  of  barrels  per  day] 


Source 


Crude  oil 


Products 


Total 


Venezuela... 

Other  Caribbean 

Canada 

Mexico 

Other  Western  Hemisphere 

Non-Communist: 

Europe 

Egypt 

Other  North  Africa 

West  Africa 

Israel 

Iran 

Other  Mideast 

Japan 

Indonesia 

Other  Eastern  Hemisphere 

Rumania.. 

U.S.S.R.... 

Total 3,161.9  2,600.3 


326.  8 

62.5 

1,036.7 

2.7 

47.8 

599.5 
746.2 
330.2 
14.9 
551.1 

183.2 

926.3 

808.7 

1,366.9 

17.6 

598.9 

183.2 

20.8  .... 

20.8 

294.  3 
466.9 

3.4  .... 
207.  0 
487.7 

42.4 
13.1 

"hi' 

62.1 
2.2 
3.5 

18.0 
6.4 

24.9 

336.7 
480.0 
3.4 
209.6 
549.8 

2.2 

205.  2 

208.7 
18.0 

6.4 

24.9 

5,  762.  2 


MESSAGE  TO  THE  CONGRESS 


November  8,  1973 


To  the  Congress  of  the  United  States: 

.  As  America  has  grown  and  prospered  in  recent  years,  our  de- 
mands for  energy  have  begun  to  outstrip  available  supplies.  Along 
with  other  major  industrialized  nations,  we  are  now  faced  with  the: 
prospect  of  shortages  for  several  years  to  come. 

Two  years  ago,  in  the  first  energy  message  ever  sent  to  the  Congress 
by  a  President  of  the  United  States,  I  called  attention  to  the  looming 
energy  problem.  Since  that  time,  I  have  repeatedly  warned  that  the 
problem  might  become  a  full-blown  crisis,  and  seeking  to  minimize 
shortages,  I  have  taken  a  number  of  administrative  steps  to  increase 
supplies  and  reduce  consumption.  Earlier  this  year,  I  also  sent  more 
than  a  half  dozen  urgent  legislative  proposals  to  the  Congress.  While 
none  of  these  has  yet  been  enacted,  I  am  hopeful  at  least  several  of 
the  measures  will  be  ready  for  my  signature  before  year's  end. 

Unfortunately,  the  energy  crisis  that  once  seemed  a  distant  threat 
to  many  people  is  now  closing  upon  us  quickly.  We  had  expected 
moderate  shortages  of  energy  this  winter,  out  four  weeks  ago,  when 
war  broke  out  in  the  Middle  East,  most  of  our  traditional  suppliers 
in  that  area  cut  off  their  shipments  of  oil  to  the  United  States.  Their 
action  has  now  sharply  changed  our  expectations  for  the  coming- 
months. 

Largely  because  of  the  war,  we  must  face  up  to  the  stark  fact  that 
we  are  heading  toward  the  most  acute  shortages  of  energy  since  the 
Second  World  War.  Of  the  17  million  barrels  of  oil  a  day  that  we 
would  ordinarily  consume  this  winter,  more  than  two  million  barrels 
a  day  will  no  longer  be  available  to  us.  Instead  of  a  shortage  of  ap- 
proximately 2-3  percent  that  we  had  anticipated  this  winter,  we  now 
expect  that  our  supply  of  petroleum  will  be  at  least  10  percent  short 
of  and  anticipated  demand — and  could  fall  short  by  as  much  as  17 
percent. 

Administration  Actions  To  Meet  the  Emergency 

Faced  with  this  emergency,  I  believe  that  we  must  move  forward 
immediately  on  two  fronts:  administrative  and  legislative. 

In  a  speech  to  the  Nation  last  night,  I  announced  a  number  of 
immediate  actions: 

First,  industries  and  utilities  which  use  coal — our  most  abundant 
resource — will  be  prevented  from  converting  to  oil.  Efforts  will  also 
be  made  to  convert  power  plants  from  the  use  of  oil  to  the  use  of  coal. 

Second,  reduced  quantities  of  fuel  will  be  allocated  to  aircraft.  This 
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will  lead  to  a  cutback  of  some  10  percent  in  the  number  of  commercial 
flights,  but  it  should  not  seriously  disrupt  air  travel  nor  cause  serious 
damage  to  the  airline  industry. 

Third,  there  will  be  reductions  of  approximately  15  percent  in  the 
supply  of  heating  oil  for  homes,  offices  and  other  establishments.  This 
is  a  precautionary  measure  to  ensure  that  the  oil  now  available  not  be 
consumed  early  in  the  winter,  so  that  we  shall  have  adequate  amounts 
available  in  the  later  months.  This  step  will  make  it  necessary  for  all 
of  us  to  live  and  work  in  lower  temperatures.  We  must  ask  everyone 
to  lower  the  thermostat  in  his  home  by  at  least  6  degrees,  so  that  we 
can  achieve  a  national  daytime  average  of  68  degrees.  In  offices,  fac- 
tories and  commercial  establishments  we  must  ask  that  the  equivalent 
of  a  10-degree  reduction  be  achieved  by  either  lowering  the  thermostat 
or  curtailing  working  hours. 

Fourth,  there  will  be  additional  reductions  in  the  consumption  of 
energy  by  the  Federal  Government,  cutting  even  deeper  than  the  7 
percent  reduction  that  I  ordered  earlier  this  year.  This  new  reduction 
will  affect  the  operations  of  every  agency  and  department  in  the  Gov- 
ernment, including  the  Defense  Department,  which  has  already  led  the 
way  in  previous  cutbacks.  As  one  of  the  steps  in  this  Federal  effort, 
I  have  ordered  that  daytime  temperatures  in  Federal  offices  be  reduced 
to  a  level  between  65  and  68  degrees.  I  have  also  ordered  that  all  ve- 
hicles owned  by  the  Federal  Government  be  driven  no  faster  than  50 
miles  per  hour  except  in  emergencies.  This  is  a  step  which  I  have  also 
asked  Governors,  mayors,  and  other  local  officials  to  take  immedi- 
ately with  regard  to  vehicles  under  their  authority. 

Fifth,  I  have  asked  the  Atomic  Energy  Commission  to  speed  up  the 
licensing  and  construction  of  nuclear  plants,  seeking  to  reduce  the 
time  required  to  bring  nuclear  plants  on  line  from  ten  years  to  six 
years. 

Sixth,  I  have  also  asked  Governors  and  mayors  to  reinforce  these 
actions  "by  taking  appropriate  steps  at  the  State  and  local  level.  Among 
the  steps  which  I  beileve  would  be  helpful  are  these :  staggering  of 
working  hours,  the  encouragement  of  mass  transit  and  carpooling,  al- 
teration of  school  schedules,  and  elimination  of  unnecessary  lighting. 
I  have  also  recommended  to  the  Governors  that,  consistent  with  safety 
and  economic  considerations,  they  seek  to  reduce  highway  speed  limits 
to  50  miles  per  hour.  This  step  alone  could  save  over  200,000  barrels 
oioiladay. 

Need  for  Emergency  Legislation 

As  essential  as  these  actions  are  to  the  solution  of  our  immediate 
problem,  we  must  recognize  that  standing  alone,  they  are  insufficient. 
Additional  steps  must  be  taken,  and  for  that  perhaps,  we  must  have 
new  legislation. 

I  am  therefore  proposing  that  the  Administration  and  the  Con- 
gress join  forces  and  together,  in  a  bipartisan  spirit,  work  to  en- 
act an  emergency  energy  bill.  Members  of  my  Administration  have 
been  consulting  with  appropriate  leaders  of  the  Congress  for  more 
than  two  weeks  on  this  matter.  Yesterday  I  met  with  the  bipartisan 
leaders  of  the  House  and  Senate  and  found  them  constructive  in  spirit 
and  eager  to  get  on  with  the  job.  In,  the  same  manner.  I  pledge  the 
full  cooperation  of  my  Administration.  It  is  my  earnest  hope  that 
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by  pushing  forword  together,  we  can  have  new  emergency  legislation 
on  the  books  before  the  Congress  recesses  in  December. 

Based  on  previous  consultations  with  the  Congress,  I  have  decided 
not  to  send  a  specific  Administration  bill  to  the  Congress  on  this  matter 
but  rather  to  work  with  the  Members  in  developing  a  measure  that 
would  be  acceptable  to  both  the  executive  and  legislative  branches. 
As  part  of  that  process,  I  think  it  would  be  helpful  to  call  attention 
to  those  provisions  that  I  think  should  be  included  in  this  emergency 
bill.  At  a  minimum,  I  hope  that  the  act  would : 
— Authorize  restrictions  on  both  the  public  and  private  consump- 
tion of  energy  by  such  measures  as  limitations  on  essential  uses  of 
energy  (office  hours,  for  instance)  and  elimination  of  non-essential 
uses  (decorative  lighting,  for  example)  ; 
— Authorize  the  reduction  to  50  miles  per  hour  of  speed  limits  on 

highways  across  the  country ; 
— Authorize  the  exemption  or  granting  of  waivers  of  stationary 
sources  from  Federal  and  State  air  and  water  quality  laws  and 
regulations.  Such  actions  would  be  taken  through  the  Administra- 
tor of  EPA. 
— Authorize  the  exemption  of  steps  taken  under  the  proposed  en- 
ergy emergency  act  from  the  National  Environmental  Protection 
Act  (NEPA). 
— Provide  emergency  powers  for  the  Federal  regulatory  agencies 
involved  in  transportation  to  adjust  the  operations  of  air,  rail, 
ship  and  motor  carriers  in  a  manner  responsive  to  the  need  to 
conserve  fuel. 
— Empower  the  Atomic  Energy  Commission  to  grant  a  temporary 
operating  license  of  up  to  18  months  for  nuclear  power  plants 
without  holding  a  public  hearing.  Such  actions  would  be  subject 
to  all  safety  and  other  requirements  normally  imposed  by  the 
Commission. 
— Authorize  the  initiation  of  full  production  in  Naval  Petroleum 
Reserve   #1   (Elk  Hills,  California)   and  the  exploration  and 
further  development  of  other  Naval  Petroleum  Reserves,  including 
Naval  Petroleum  Reserve  #4  in  Alaska. 
— Permit  Daylight  Saving  Time  to  be  established  on  a  year-round 

basis. 
— And  authorize  the  President,  where  practicable,  to  order  a  power 
plant  or  other  installation  to  convert  from  the  use  of  a  fuel  such 
as  oil  to  another  fuel  such  as  coal  and  to  make  such  equipment 
conversions  as  are  necessary. 
In  addition  to  the  provisions  above,  all  of  which  I  believe  must 
T>e  enacted  before  December,  there  are  a  number  of  other  authorities 
which  should  be  provided  as  soon  as  possible  and  hopefully  will  be 
included  in  the  emergency  measure. 

One  such  provision  would  grant  the  President  additional  authority 
to  allocate  and  ration  energy  supplies.  Under  tliis  new  authority,  the 
President  could  take  such  actions  based  solely  upon  energy  considera- 
tions. It  is  my  hope  that  rationing  of  energy  products  will  never  be 
required,  but  if  circumstances  dictate  it,  there  should  be  no  impedi- 
ments to  swift  action.  For  contingency  purposes,  I  have  already  di- 
rected that  plans  for  gasoline  rationing  be  drawn  up  and  held  in 
reserve. 

Recognizing  that  a  more  efficient  use  of  our  transportation  resources 
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is  necessary,  we  should  also  provide  additional  authority  to  eneourage 
greater  use  of  funds  from  the  Federal-Aid  Highway  Act  of  1973  fbr 
mass  transit  capital  improvements. 

In  addition,  we  should  provide  the  Federal  Power  Commission  with 
authority,  during  the  duration  of  the  energy  emergency,  to  suspend 
the  regulation  of  prices  of  new  natural  gas  at  the  wellhead. 

Finally,  I  believe  it  would  be  wise  if,  on  energy  grounds,  the  Pres- 
ident were  empowered  to  exercise  any  authority  now  contained  in  the 
Defense  Production  Act,  the  Economic  Stabilization  Act  and  the 
Export  Administration  Act,  even  though  those  acts  may  have  other- 
wise expired. 

Meeting  the  Long-Term  Challenge 

As  we  act  to  deal  with  the  immediate  problem  before  us,  we  must 
not  ignore  the  need  for  preventing  such  a  crisis  from  recurring.  The 
lead-times  required  to  meet  our  long-range  energy  needs  dictate  that 
we  must  move  on  them  at  once. 

Legislation  authorizing  construction  of  the  Alaskan  pipeline  must 
be  the  first  order  of  business  as  we  tackle  our  long-range  energy  prob- 
lems. The  American  people  are  depending  upon  the  Congress  to  enact 
this  legislation  at  the  earliest  possible  moment,  and  they  are  depend- 
ing upon  me  to  approve  it.  With  passage  apparently  imminent,  I  would 
urge  the  Congress  not  to  burden  this  legislation  with  irrelevant  amend- 
ments. This  is  no  time  to  hold  the  Nation's  energy  future  hostage  to 
other  controversial  interests. 

I  am  also  requesting  early  action  on  pending  legislative  proposals 
to: 

— permit  the  competitive  pricing  of  new  natural  gas ; 

— provide  reasonable  standards  for  the  surface  mining  of  coal ; 

— provide  simplified  procedures  for  the  siting  and  approving  of 
electric  energy  facilities ; 

• — establish  a  Department  of  Energy  and  Natural  Resources; 

■ — and  provide  procedures  for  approving  construction  and  operation 
of  deep  water  ports. 

Because  of  the  critical  role  which  energy  research  and  development 
will  play  in  meeting  our  future  energy  needs,  I  am  requesting  the 
Congress  to  give  priority  attention  to  the  creation  of  an  Energy  Re- 
search and  Development  Administration  separate  from  my  proposal 
to  create  a  Department  of  Energy  and  Natural  Resources.  This  new 
administration  would  direct  the  $10  billion  program  aimed  at  achiev- 
ing a  national  capacity  for  energy  self-sufficiency  by  1980. 

This  new  effort  to  achieve  self-sufficiency  in  energy,  to  be  known  as 
Project  Independence,  is  absolutely  critical  to  the  maintenance  of  our 
ability  to  play  our  independent  role  in  international  affairs.  In  addi- 
tion, we  must  recognize  that  a  substantial  part  of  our  success  in  build- 
ing a  strong  and  vigorous  economy  in  this  century  is  attributable  to 
the  fact  that  we  have  always  had  access  to  almost  unlimited  amounts 
of  cheap  energy.  If  this  growth  is  to  continue,  we  must  develop  our  ca- 
pacity to  provide  enormous  amounts  of  clean  energy  at  the  lowest  pos- 
sible cost.  Thus,  irrespective  of  the  implications  for  our  foreign  policy 
and  with  the  implicit  understanding  that  our  intentions  are  not  re- 
motely isolationist,  the  increasing  costs  of  foreign  energy  further  con- 
tribute to  the;  necessity  of  our  achieving  self-sufficiency  in  energy. 

Richard  Nixon. 

The  White  House,  November  8,  1973. 


ADDRESS  ON  THE  NATIONAL  ENERGY  POLICY 


November  25,  1073 


The  President:  Good  evening.  Three  weeks  ago,  I  spoke  to  you 
about  the  national  energy  crisis  and  our  policy  for  meeting  it.  Tonight 
I  want  to  talk  with  you  again  to  report  on  our  progress  and  to  announce 
further  steps  we  must  take  to  carry  out  our  energy  policy. 

When  I  spoke  to  you  earlier,  I  indicated  that  the  sudden  cut-off 
of  oil  from  the  Middle  East  had  turned  the  serious  energy  shortages 
we  expected  this  winter  into  a  major  energy  crisis.  That  crisis  is  now 
being  felt  around  the  world,  as  other  industrialized  nations  have  also 
suffered  from  cutbacks  in  oil  from  the  Middle  East. 

Shortages  in  Europe,  for  example,  are  far  more  critical  than  they 
are  here  in  the  LTnited  States.  Already  seven  European  nations  have 
imposed  a  ban  on  Sunday  driving.  Fortunately,  the  United  States 
is  not  as  dependent  upon  Middle  Eastern  oil  as  many  other  nations. 
We  will  not  have  a  ban  on  Sunday  driving,  but  as  you  will  hear  later, 
we  are  going  to  try  to  limit  it.  Nevertheless,  we  anticipate  that  our 
shortages  could  run  as  high  as  17  percent.  This  means  that  we  must 
immediately  take  strong,  effective  counter-measures. 

In  order  to  minimize  disruptions  in  our  economy,  I  asked  on  Novem- 
ber 7th  that  all  Americans  adopt  certain  energy-conservation  measures 
to  help  meet  the  challenge  of  reduced  energy  supplies.  These  steps 
include  reductions  in  home  heating,  reductions  in  driving  speeds,  elim- 
ination of  unnecessary  lighting.  The  American  people,  all  of  you,  you 
have  responded  to  this  challenge  with  that  spirit  of  sacrifice  which 
has  made  this  such  a  great  nation. 

The  Congress  has  also  been  moving  forward  on  the  energy  front. 
The  Alaska  pipeline  bill  has  been  passed.  I  signed  it  into  law  nine 
days  ago  right  here  at  this  desk.  The  Congress  has  passed  a  fuel  allo- 
cation bill  which  I  will  sign  into  law  on  Tuesday.  An  additional 
emergency  bill  providing  special  authority  to  deal  with  this  problem 
has  now  passed  the  Senate.  When  the  House  returns  from  its  recess, 
I  am  confident  the  House  will  move  promptly  so  that  this  vital  legisla- 
tion can  be  signed  into  law'  by  the  middle  of  December. 

And  so  we  have  made  some  encouraging  progress,  but  there  is  much 
more  to  be  done,  and  that  is  what  I  want  to  talk  to  you  about  tonight. 

I  have  appointed  an  Energy  Emergency  Action  Group,  under  my 
chief  energy  adviser,  Governor  John  Love,  to  analyze  our  situation 
on  a  continuing  basis  and  to  advise  me  of  all  actions  required  to  deal 
with  it,  • 

And  upon  the  action  and  the  recommendation  of  this  group,  I  am 
announcing  tonight  the  following  steps  to  meet  the  energy  crisis: 

(09) 
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First,  to  increase  the  supply  of  heating  oil  that  will  be  available 
this  winter,  we  must  adjust  production  schedules  and  divert  petroleum 
which  might  normally  go  for  the  production  of  gasoline  to  the  pro- 
duction of  more  heating  oil. 

To  accomplish  this,  the  amount  of  gasoline  which  refiners  distribute 
to  wholesalers  and  retailers  will  be  reduced  across  the  Nation  by  15 
percent.  As  we  reduce  gasoline  supplies,  we  must  act  to  insure  that  the 
remaining  gasoline  available  is  used  wisely,  and  conserved  to  the  full- 
est possible  extent. 

Therefore,  as  a  second  step,  I  am  asking  tonight  that  all  gasoline 
filling  stations  close  down  their  pumps  between  9 :00  p.m.  Saturday 
night  and  midnight  Sunday  every  weekend,  beginning  December  1. 
We  are  requesting  that  this  step  be  taken  voluntarily  now. 

Upon  passage  of  the  emergency  energy  legislation  before  the  Con- 
gress, gas  stations  will  be  required  to  close  during  these  hours.  This 
step  should  not  result  in  any  serious  hardship  for  any  American  fam- 
ily. It  will,  however,  discourage  long-distance  driving  during  week- 
ends. It  will  mean  perhaps  spending  a  little  more  time  at  home. 

This  savings  alone  is  only  a  small  part  of  what  we  have  to  conserve 
to  meet  the  total  gasoline  shortage.  We  can  achieve  substantial  addi- 
tional savings  by  altering  our  driving  habits.  While  the  voluntary 
response  to  my  request  for  reduced  driving  speeds  has  been  excellent, 
it  is  now  essential  that  we  have  mandatory  and  full  compliance  with 
this  important  step  on  a  nationwide  basis. 

And  therefore,  the  third  step  will  be  the  establishment  of  a  maxi- 
mum speed  limit  for  automobiles  of  50  miles  per  hour  nationwide  as 
soon  as  our  emergency  energy  legislation  passes  the  Congress,  We 
expect  that  this  measure  will  produce  a  savings  of  200,000  barrels  of 
gasoline  per  day.  Inter-city  buses  and  heavy  duty  trucks  which  operate 
more  efficiently  at  higher  speeds,  and  therefore,  do  not  use  more  gaso- 
line, will  be  permitted  to  observe  a  55  mile  per  hour  speed  limit. 

The  fourth  step  we  are  taking  involves  our  jet  airliners.  There  will 
be  a  phased  reduction  of  an  additional  15  percent  in  the  consumption 
of  jet  fuel  for  passenger  flights  bringing  the  total  reduction  to  approx- 
imately 25  percent. 

These  savings  will  be  achieved  by  a  careful  reduction  in  schedules,, 
combined  with  an  increase  in  passenger  loads.  We  will  not  have  to  stop 
air  travel,  but  we  will  have  to  plan  for  it  more  carefully. 

The  fifth  step  involves  cutting  back  on  outdoor  lighting.  As  soon  as 
the  emergency  energy  legislation  passes  the  Congress,  I  shall  order  the 
curtailment  of  ornamental  outdoor  lighting  for  homes  and  the  elimi- 
nation of  all  commercial  lighting  except  that  which  identifies  places  of 
business. 

In  the  meantime,  we  are  already  planning  right  here  at  the  White 
House  to  curtail  such  lighting  that  we  would  normally  have  at  Christ- 
mastime and  I  am  asking  that  all  of  you  act  now  on  a  voluntary 
basis  to  reduce  or  eliminate  unnecessary  lighting  in  your  homes. 

As  just  one  example  of  the  impact  which  such  an  initiative  can 
have,  the  energy  consumed  by  ornamental  gas  lights  alone  in  this 
country  is  equivalent  to  35,000  barrels  per  day  of  oil  and  that  is 
enough  fuel  to  heat  175,000  homes. 

Finally,  I  want  to  report  to  you  tonight  that  we  have  now  developed 
final  plans  for  allocating  reduced  quantities  of  heating  oil  this  winter 
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and  all  of  you  know  how  very  important  heating  oil  is,  particularly 
in  the  wintertime. 

These  plans,  to  be  published  Tuesday,  will  call  for  an  average  re- 
duction of  10  percent  of  heating  oil  for  industrial  use,  15  percent  for 
home  use.  and  '25  percent  for  commercial  use. 

The  reductions  for  homeowners  alone  will  result  in  a  savings  of 
some  315,000  barrels  of  heating  oil  a  day,  which  is  enough  to  heat  over 
1*4  million  homes  every  day.  For  the  average  American  family,  as  I 
indicated  three  weeks  ago.  this  cutback  in  heating  oil  does  not  mean 
severe  discomfort  for  anyone,  but  it  will  mean  that  everyone  should 
lower  the  thermostat — as  it  is  right  here  in  this  office  now,  and  through- 
out the  White  House,  and  throughout  every  Federal  installation — you 
should  lower  the  thermostat  by  six  degrees  below  its  normal  setting 
so  that  we  can  achieve  a  national  daytime  average  of  68  degrees. 

Those  who  fail  to  adopt  such  a  cutback  risk  running  out  of  fuel 
before  the  winter  is  over.  While  additional  actions  will  be  necessary 
to  further  offset  the  anticipated  shortage  of  IT  percent,  the  steps  which 
I  have  outlined  tonight  will  relieve  about  10  percent  of  that  shortage. 

They  will  make  a  very  substantial  contribution  to  our  immediate 
goal  of  insuring  that  we  have  enough  fuel  to  be  adequately  warm  in 
our  homes  this  winter,  that  we  are  able  to  get  to  work,  and  that  we 
experience  no  serious  disruptions  in  the  normal  conduct  of  our  lives. 

Above  all.  every  step  will  be  taken  to  insure  that  any  disruptions  to 
our  economy  which  could  cost  jobs,  will  be  as  brief  as  possible  and 
that  they  do  not  cause  serious  damage. 

Nothing  we  do  can  succeed,  however,  without  the  full  cooperation 
of  the  Congress  in  providing  the  legislation  we  must  have,  without 
the  full  cooperation  of  State  and  local  governments  in  providing  the 
broad  leadership  that  we  must  have,  and  without  the  full  cooperation 
of  each  and  every  one  of  you,  all  the  American  people,  in  sacrificing 
a  little  so  that  no  one  must  endure  real  hardship. 

For  my  part,  I  pledge  to  do  everything  in  my  power  to  insure  that 
the  decisions  I  have  announced  will  be  carried  out  swiftly  and  effec- 
tively and  fairly,  and  whatever  additional  action  is  necessary  to 
achieve  our  objective  wTill  be  taken. 

I  intend  to  participate  personally  and  on  a  regular  basis,  as  I  have 
since  I  last  addressea  you  three  weeks  ago,  in  the  work  of  my  energy 
advisers.  I  intend  to  advise  the  congressional  leadership  regularly  of 
problems  and  progress.  And  I  intend  to  see  that  the  persons  and  orga- 
nizations having  responsibilities  and  capabilities  in  this  area  are  fully 
and  regularly  informed. 

We  need  new  rules  if  we  are  to  meet  this  challenge ;  but  most  of  all, 
we  need  sustained  and  serious  action  and  cooperation  by  millions  of 
men  and  women  if  we  are  to  achieve  our  objective,  and  that  means 
millions  of  Americans  across  this  land  listening  to  me  tonight. 

Let  me  conclude  by  restating  our  overall  objective.  It  can  be  summed 
up  in  one  word  that  best  characterizes  this  Nation  and  its  essential 
nature.  That  word  is  "independence."  From  its  beginning  200  years 
ago,  throughout  its  history  >  Ajnerica  has  made  great  sacrifices  of  blood 
and  also  of  treasure  to  achieve  and  maintain  its  independence.  In  the 
last  third  of  this  century,  our  independence  will  depend  on  maintain- 
ing and  achieving  self-sufficiency  in  energy. 
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What  I  have  called  Project  Independence- 1980  is  a  series  of  plans 
and  goals  set  to  insure  that  by  the  end  of  this  decade  Americans  will 
not  have  to  rely  on  any  source  of  energy  beyond  our  own. 

As  far  as  energy  is  concerned,  this  means  we  will  hold  our  fate  and 
our  future  in  our  hands  alone.  As  we  look  to  the  future,  we  can  do 
so  confident  that  the  energy  crisis  will  be  resolved  not  only  for  our 
time  but  for  all  time.  We  will  once  again  have  plentiful  supplies  of 
energy  which  helped  to  build  the  greatest  industrial  nation  and  one  of 
the  highest  standards  of  living  in  the  world. 

'    The  capacity  for  self-sufficiency  in  energy  is  a  great  goal.  It  is  also 
aii  essential  goal,  and  we  are  going  to  achieve  it. 

Tonight  I  ask  all  of  you  to  join  together  in  moving  toward  that 
goal,  with  the  spirit  of  discipline,  self-restraint  and  unity  which  is 
the  cornerstone  of  our  great  and  good  country. 

Thank  you  and  good  evening. 
■, •■,«;.  Richard  M.  Nixon. 

.;'  The  White  House,  November  £5, 1973. 


Fact  Sheet 
November  25,  1973 


Background 


On  November  7,  1973,  the  President  addressed  the  Nation  concern- 
ing our  serious  energy  shortages  which  have  resulted  primarily  from 
the  cut-off  of  oil  from  the  Mideast.  He  described  the  magnitude  of  the 
problem,  announced  a  number  of  administrative  actions  to  reduce 
demand  for  energy,  and  indicated  that  the  Administration  was  work- 
ing with  the  Congress  on  legislation  to  provide  new  authority  for 
dealing  with  the  energy  emergency.  He  also  asked  the  Congress  to 
pass  legislation  proposed  by  the  Administration  to  deal  with  our 
longer  term  energy  problems  and  to  permit  the  United  States  to  de- 
velop by  1980  the  potential  to  meet  our  own  energy  needs  without 
depending  on  any  foreign  energy  sources. 

In  an  additional  step  to  meet  the  current  situation,  the  President  on 
November  12,  1973,  established  an  Energy  Emergency  Action  Group 
headed  by  his  chief  energy  adviser,  John  Love.  That  group  has  rec- 
onimended  a  number  of  actions  which  have  been  approved  by  the  Pres- 
ident and  which  are  being  announced  today. 

Efforts  are  underway  throughout  the  Executive  Branch,  under  the 
leadership  of  the  Energy  Emergency  Action  Group,  to  assess  the  en- 
ergy supply  and  demand  situation  and  to  continue  to  identify  addi- 
tional actions  that  are  needed  as  the  situation  evolves.  New  actions  will 
be  announced  as  the  need  and  desirability  for  them  becomes  clear. 

'  '.  Current  Assessment  of  the  Problem  \ 

The  Role  of  Petroleum  in  U.S.  Energy  S  tip  plies 
— Petroleum  accounts  for  46%  of  the  nation's  energy  supplies.  The 
remainder  is  supplied  by  coal — 17% ;  natural  gas — 32% ;  hydro- 
power — 4%  and  nuclear — 1%. 
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— A  reduction  of  10%  to  17%  in  petroleum  supplies  will  involve  a 
reduction  in  total  energy  supplies  of  5-8%. 

Overall  Petroleum  Supply  and  Demand  Situation 

— If  the  supply  of  petroleum  were  not  constrained,  current  esti- 
mates are  that  U.S.  demand  would  reach  18.6  million  barrels  per 
day  in  the  4th  quarter  of  1973,  and  19.7  million  barrels  per  day 
in  the  1st  quarter  of  1974. 

— Current  estimates  of  petroleum  supplies  (details  in  Table  1)  are 
17.4  million  barrels/day  in  the  4th  quarter  of  1973  and  16.5  million 
barrels  per  day  in  the  1st  quarter  of  1974.  The  deficits,  if  actions  to 
reduce  demands  are  not  taken,  will  amount  to  1.4  million  barrels 
per  day  in  the  4th  quarter  and  3.5  million  barrels  per  day  in  the 
1st  quarter.  The  deficit  would  then  drop  back  below  3  million 
barrels  per  day  in  the  2nd  quarter  of  1974. 

— Stocks  of  petroleum  could  be  used  to  supply  demands  for  a  lim- 
ited period  (28  to  40  days,  depending  upon  the  type  of  fuel),  but 
the  use  of  stocks  only  postpones  the  time  when  a  more  permanent 
solution  to  the  problem  becomes  necessary. 

— The  alternative  actions  that  must  be  taken  to  bring  demand  into 
line  with  supplies  include  reducing  demand,  substituting  one  fuel 
for  another,  and  changing  the  mix  of  petroleum  products  from 
refineries  to  meet  highest  priority  needs,  i.e.,  to  distillates,  jet 
fuel  and  residual  from  gasoline  (see  Table  2).  These  actions  are 
designed  to  spread  the  impact  of  shortages  as  equitably  as  possible, 
and  to  minimize  the  impact  of  the  shortages  on  our  economic 
activity. 

Shortages  and  General  Strategies  by  Type  of  Petroleum 

Jet  Fuel 

— The  projected  first  quarter  shortage  is  400,000  barrels  per  day 
(32.2%  of  demand). 

— Half  of  that  shortage  can  be  made  up  by  shifting  refinery  pro- 
duction; the  remainder  will  be  realized  through  reductions  in 
airline  flights. 

Gasoline 

— With,  the  expected  700,000  barrels  per  day  shift  in  refinery  pro- 
duction expected  shortages  will  be  1,400,000  barrels  per  day 
during  the  first  quarter  of  1974  (21.4%  of  demand). 

— 15%  reduction  in  use  by  business  and  government  will  yield  a 
300/)00  barrels  per  day  saving. 

— Eeductions  in  passenger  car  use  of  24%  could  provide  1,100,000 
barrels  per  day  savings. 

Middle  Distillates 

— Current  shortages  of  900,000  barrels  per  day  (17.5%  of  demand) 
can  be  reduced  oy  a  refinery  shift  of  400,000  barrels  per  day. 

— Reduction  of  residual  heating  by  6°  and  commercial  heating  by 
10°  saves  490,000  barrels  per  day. 

— Cutting  industrial  use  of  distillates  by  10%  provides  40,000 
barrels  per  day. 

— 50%  reduction  in  the  use  of  distillates  for  "peak  power"  pro- 
duction  by  electric  utilities  on  a  selective  basis  yields  150,000  bar- 
rels per  day. 
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— These  reductions  will  provide  approximately  200,000  barrels  per 
day  as  a  hedge  against  a  colder  than  normal  winter. 

Residual  OH 
— Current  shortages  of  1,050/KX)  barrels  per  day  (29.4%)  can  be 
made  up  through: 

— refinery  shift  of  200,000  barrels  per  day, 
— the  conversion  of  oil  burning  electrical  generation  plants  to 

coal  (250,000  barrels  per  day) , 
— a  15%  reduction  in  heating  uses  of  residual  oil  ^90^000  barrels 

perday), 
— a  3%  out  in  electricity  (S0G,0GG  barrels  per  day), 
— a  10%  reduction  in  the  industrial  use  of  residual  oil  (60,000 
barrels  per  day). 
— Reducing  residential  consumption  of  natural  gas  so  that  electric 
utilities  can  use  it  instead  or  residual  oil  for  power  generation 
(100,000  barrels  per  day). 

Actions  Taken  Today  Under  Existing  Authority 

The  following  actions  are  being  taken  by  the  Administration  under 
the  authority  of  the  Economic  Stabilization  Act  of  1970,  and  the 
Defense  Production  Act  of  1950.  These  are  the  initial  steps  to  start 
us  rapidly  on  the  way  to  achieving  the  goals  of  the  general  strategy 
described  above  and  to  ensure  during  this  quarter  we  are  not  reducing 
inventories  excessively.  Additional  steps  will  be  taken  as  they  are 
developed  and  as  they  become  necessary  in  light  of  our  assessment 
of  the  boycott. 

The  mandator^/  allocation  program,  for  middle  distillate  fuels  will  he 
extended  to  control  allocations  to  end  users 

— Current  estimates  of  heating  oil  shortages  require  modification 
of  the  current  allocation  program  to  establish  priorities  for  criti- 
cal use  and  equitably  to  distribute  the  burden  of  heating  reduc- 
tions according  to  regional  weather  patterns. 

— Proposed  regulations  to  be  published  on  Tuesday,  November  27 
will,  through  cuts  in  deliveries,  reduce  amounts  available  for 
residential  space  heating  by  15%,  commercial  and  other  space 
heating  by  25%,  and  industrial  uses  by  10%. 

— Priority  will  be  given  to  fuel  production  activities,  public  passen- 
ger transportation,  food  production  and  processing,  and  essential 
community  services. 

— New  regulations  will  be  effective  January  1,  1974,  but  voluntary 
compliance  is  expected  sooner, 

— Estimated  savings  will  be  530,000  barrels  of  oil  per  day. 

A  Gasoline  Allocation  Program  will  be  initiated 

— Proposed  regulations  will  be  published  in  December  setting  forth 
a  mandatory  program  to  allocate  gasoline  at  wholesale  and  retail 
levels. 

— Initial  allocations  will  be  made  at  a  rate  15%  below  projected  first 
quarter  demand  (10%  below  1972  demand),  consistent  with  ex- 
pected initial  shifts  in  refinery  production.  The  percentage  may 
be  increased  as  refineries  shift  from  production  of  gasoline  to 
other  petroleum  products. 


105 

— Refineries  will  be  asked  immediately  to  begin  reducing  delivery 

to  wholesalers  and  retailers  by  15%. 
— Estimated  savings  are  900,000  barrels  per  day. 

Allocations  of  jet  fuel  to  airlines  will  be  reduced 

— Beginning  December  1  domestic  airlines  will  be  allocated  5%  loss 

than  their  1972  levels  and  international  airlines  will  be  reduced  to 

their  1972  levels. 
— Beginning  January  7,  1974.  all  carriers  will  be  allocated  15%  less 

than  their  1972  levels. 
— Saving  will  be  53,000  barrels  per  dav  of  jet  fuel  in  December  and 

220,000  barrels  per  day  beginning  January  7. 

.Electric  power  will  be  diverted  from  uranium  enrichment  facilities  if 
the  emergency  makes  such  action  essential 

— Power  will  be  diverted  from  the  U.S.  Atomic  Energy  Commission 
facilities  producing  enriched  uranium  for  nuclear  power  plants 
when  no  alternate  source  of  power  exists;  conservation  measures 
are  inadequate  to  meet  the  need :  and  the  power  is  required  to  re- 
place electricity  lost  temporarily  while  utilities  convert  from  oil 
to  coal. 

— Approximately  1400  megawatts  of  electricity  produced  by  coal 
are  available  for  diversion  to  the  Midwest  or  East  Coast  from  Oak 
Ridge,  Tennessee,  and  Portsmouth,  Ohio,  facilities. 

— 53,000  barrels  of  residual  oil  per  day  would  be  required  to  gen- 
erate 1400  megawatts  of  electricity. 

The  Emergency  Petroleum  and  Gas  Administration  Executive 
Reserve  will  be  partially  activated 

— The  Executive  Reserve  is  a  stand-by  group  of  oil  and  gas  industry 
personnel  established  under  the  Defense  Production  Act  of  1950. 

— Approximately  250  reservists  will  be  activated  to  assist  in  plan- 
ning and  administering  emergency  programs. 

-Preventing  Coal  to  Oil  Switching 

— Final  regulations  to  prevent  power  plants  and  industries  from 
switching  from  coal  to  oil  will  be  published  on  November  27  and 
will  be  effective  December  7. 

Acttoxs  Announced  Today  That  "Will  Be  Effective  When  New 
Authority  Is  Available 

The  President  announced  that  the  following  actions  will  be  put  into 
effect  as  soon  as  authority  is  provided  by  the  Congress.  The  Senate 
passed  a  bill  to  provide  the  authority  on  November  19  (the  National 
Energy  Emergency  Act,  S.  2589.) 

Retail  gasoline  sales  will  be  banned  from  9:00  p.m.  Saturdays  to  12:01 
a.m.  Mondays 

— The  ban  would  apply  to  gasoline  for  use  in  automobiles,  trucks. 
pleasure  boats,  private  aircraft  and  recreational  vehicles. 

— The  estimated  savings  is  50,000  barrels  per  day. 

— Retail  outlets  are  urged  to  comply  voluntarily  beginning  Decem- 
ber 1. 


106 

I  highway*  hi  the 

66  miles  per  hour 

— Es  Is        gs      £   -    ine  from  the  speed  limits  is  200,00C 

— 1  s  -  duty,  over  the  road,  trucks  are  geared, 

ran  more  efficiently  at  55  m.p.h.  than  at  50  m.p.h. 
and  therefore  will  save  more  fuel  at  the  higher  speed. 
— T  ient  urged  all  si      s       set  new  speed  limits  as  soon 'as 

able. 
— Dm  o    ;  to  comply  voluntarily. 

tal  lighting  by  . 

— Included  in  the  ban  will  be  window  display  lights,  billboards  and 

all  interior  and  exterior  ornamental  lighting. 
— I.-._     .'..-..    =  :.fy  business  establishments  will  be  allowed 

during  :  its  The  bus  i 

— All  commercial  firms  are  urged  to  comply  voluntarily  prior  to 

passage  of  the  leg 

by  gene 
— Fuel  for  high  priority  aviation  such  as  air  taxi  service  and  in- 
dustrial usage  will  be*  curtailed  20^6 :  business  flying,  including 
corporate       fcs,  will  be  cut  40^.  Fuel  for  personal  pleasure  and 
ructional  flying  will  be  restricted  to  half  of  previous  levels. 
— Immediate  voluntary  compliance  is  urged.  Reductions  will  result 
in  savings  of  12,000  barrels  per  day  of  aviation  gasoline  and  S.000 
barrels  per  day  of  jet  fw 

len&dommm    tall  HI  be  I  mmed 

— The  ban  will  include  eras  and  electric  yard  lights,  outside  Christ - 

lighis    :.  i  other  decorative  li  ^r  :  s 
— All  citizens  are  urged  to  comply  voluntarily  prior  to  the  pass  i  ge 
of  the  emergency  legislation. 

Members  oe  the  President's  Energy  Emergen  :y  Action  Group 

— John  Love.  Assistant  to  :  lent  for  Energy.  Chairman 

— Rogers  Morton.  S  of  the  Interior 

— Roy  Ash,  Director.  Omce  of  Mana cement  and  Budget 
— Melvin  Laird.  Counsellor  to  the  President  for  Domestic  Affairs 
— G  eorge  S  h  a  I :  i   S     reta  ry  of  the  Treasury 
— Claude  Brinegai   S  ry  of  Transportation 

— Frederick  Dent.  Secretary  of  Commerce 
— TVilliam  C  Deputy  Secretary  of  De: 

— Brent  Scowcroft.  Depv.:;   Assistant  to  :  .lent  for  National 

-      :rity  Ar 

Chronology  oe  Past  _  tax is  by  the  President 

— June  4.  1971 — First  message  to  the  Congress  on  energy  ever  sub- 

Pres 
— Apr:.   >.   1    "  —Message  to  the  Congress  on  National  £:.     g 
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— June  29.   1973 — Statement  on  energy  conservation,  R&D  and 

organization. 
— October  9. 1973 — Statement  on  energ  rvation. 

— October  11.  1973 — Statement  on  energy  K&D.  including  added 

funds  for  fiscal  year  1074. 
— November  7,  1073 — Address  to  the  Nation  on  the  National  k 

emergency  announcing  a  number  of  administrative  actions  and 
outlining  additional  authority  needed  to  deal  with  the  emerge: 
— November  8.  107-'; — Message  to  Congress  requesting  the  add:* 
authority. 

Energy  Legislation   Proposed  bt  the  A  ration  Awaiting 

Congressional  Action 

— Electrical  Facilities  Siting  Act — Initially  proposed  in  February. 
1971.  Again  proposed  in  February.  1973. 

— Mined  Area  Protection  Aet — Initially  proposed  in  February. 
1971.  Again  proposed  in  February.  1973. 

— Management  of  Public  Lands  x — Initially  proposed  in  July,  1971. 

— Mineral  Leasing  Act  Amendments  : — Initially  proposed  in  ( 
ber.  1971.  A^ain  proposed  in  February.  1973. 

— Deepwater  Port  Facilities  Act — Proposed  in  April.  1073. 

— Natural  Gas  Supply  Act — Proposed  in  April.  19? 

— Reorganization  legislation  to  create  Department  of  Energy  & 
Natural  Resources.  Energy  Research  &  Development  Agency, 
and  Nuclear  Energy  Commission — Proposed  on  June  20.  1 

— Legislation  to  permit  production  from  the  Elk  Hills  Naval  Petro- 
leum Reserve  and  provide  funds  for  Petroleum  Reserve  explora- 
tion, development  and  production — Proposed  on  November  7. 
1973. 

TABLE  1—  U.S.  SUPPLY  AND  DEMAND  FOR  PETROLEUM  PRODUCTS  4TH  QUARTER  1973  AND  1ST  QUARTER  1974 

[Millions  of  barrels  per  day] 

4th  quarter  1973  1st  quarter  1974 


■pact  el  Dvrari  :-;;:-:'  '..■■■--• 

5i;e;e,e:  :.;-  Recast  Base  level  :.:;f  f-.-ecas: 


Z  i  ~  3 ' : . 


SuDpfy: 

From  domestic 
source: 

From  imports: 

Crude  oil 

Refined 


Subtotal.... 

Change  in  product 

inventories 


Total  supply. 


18.6 

.  [  : 

'.?.  * 

19.  7 

l  0  3 

20.0 

11.4 

11.4 
(3.1) 

a  6) 

11.1  ___ 
(3.8) 

(1.4) 

11.1 

(3.7) 
(3.  3) 

(-5) 

(2.5) 
(2-2) 

7.0 
.2 

1.2 

5.7 
•  2 

7.8 

.7  .... 

3.2 

4.7 
.7 

18.6 

1.2 

17.4 

19.7 

3.2 

16.5 

Demand'supcly  deficit 1.4 3.5 

Percent  of  total  demand 7.5  17.3 

i  Military  requirements  previously  met  from  foreign  sources  which  now  become  a  part  of  domestic  demand. 


1  Included  provisions  to  resolve  right  of  way  obstacle  to  the  construction  of  the  Alaska 
pipeline.  The  Alaska  Pipeline  legislation  was  enacted  on  November  16,  1973. 


-   -   -       -       - 
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TABLE  2.-1MPACT  OF  REFINERY  SHIFTS  ON  1ST  QUARTER  1974  SHORTFALLS 
[Thousands  of  barrels  per  day) 


Product 


Unadjusted 
shortage 


Refinery 
shift 


Percent  or 

Net  projected 

shortage  demand 


Jet  fuel 

Gascline 

Middle  distillates 

Residual  oik 

Other 

Total 


398 

-225 

173 

14- 

712 

7oa 

1-.442 

22 

893 

-400 

498. 

11 

1,  052 

-200 

852 

2* 

401 

125 

526 

14- 

3,461  .... 

3,451 

17- 

REMARKS  OF  THE  PRESIDENT  UPON  ANNOUNCING 
CREATION   OF   THE   FEDERAL   ENERGY   OFFICE 


December  4,   1973 


Ladies  and  gentlemen,  I  have  an  announcement  with  regard  to  the 
energy  crisis  that  I  will  now  make,  and  at  the  conclusion  of  my 
announcement  Mr.  Simon  will  have  a  brief  statement  with  regard  to 
his  acceptance  of  the  position  I  am  appointing  him  to,  and  then  he 
will  take  questions  on  the  new  office  that  we  are  setting  up  and  new 
actions  that  we  are  taking  to  meet  the  energy  crisis. 

As  you  recall,  in  my  report  to  the  Nation  on  November  25th,  I 
said  that  I  would  be  reporting  from  time  to  time  on  the  energy  crisis 
and  on  the  steps  that  I  would  personally  be  taking  to  meet  it. 

Last  June  I  asked  Governor  Love  to  join  my  staff  in  order  to  develop 
the  necessary  policies  to  meet  what  was  then  essentially  a  long-term 
problem  which  had  important  short-term  consequences.  Governor 
Love  has  provided  me  with  a  broad  range  of  recommendations  and 
policy  considerations  for  achieving  independence  with  regard  to 
energy  by  the  year  1980.  The  work  which  Governor  Love  and  his 
staff  have  done  in  the  last  six  months  constitutes  an  invaluable  and 
lasting  contribution  to  this  Nation's  efforts  to  meet  a  challenge  of 
formidable  dimensions. 

While  the  process  of  policy  formulation  is  going  forward,  the  world, 
the  United  States  and  all  the  rest  of  the  world  as  well,  was  confronted 
with  a  new  and  far  more  critical  situation  arising  from  the  Middle 
East  oil  embargo. 

I  have  discussed  in  recent  weeks  those  steps  which  Ve  would  take 
to  meet  this  new  situation.  Such  steps  will  involve  the  Federal  Govern- 
ment directly  in  operational  matters,  in  addition  to  its  policy-making 
role  in  resolving  the  energy  crisis.  In  order  to  administer  the  necessary 
voluntary  and  mandatory  actions,  some  of  which  have  been  announced, 
some  of  which  are  still  under  consideration,  we  must  now  strengthen 
our  ability  to  make  and  implement  our  energy  program. 

The  planning  for  this  step  has  been  in  process  for  several  weeks.  I 
have  been  in  consultation  with  my  senior  advisers  on  the  development 
of  an  operational  structure  to  carry  out  our  energy  policies,  and  we 
also  have  been  in  contact  with  major  congressional  leaders  who  are 
interested  in  this  particular  problem  and  have  responsibilities  in  the 
Congress  for  the  problem. 

As  a  result  of  these  consultations,  I  have  decided  to  bring  together 
in  one  agency  the  major  energy  resource  management  functions  of  the 
Federal  Government  to  provide  the  centralized  authority  we  must 
have  for  dealing  with  the  energy  crisis. 
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I  am  personalty  assuming  the  Chairmanship  of  the  Energy  Emerg- 
ency Action  Group  which  will  continue  to  oversee  all  major  policy 
issues  relating  to  energy,  and  Mr.  William  E.  Simon,  who  is  currently 
Deputy  Secretary  of  the  Treasury,  will  serve  as  Executive  Director 
of  this  group.  I  expect,  Mr.  Simon,  that  this  will  take  almost  all  of 
your  time. 

Concurrently,  I  am  asking  the  Congress  to  create  a  Federal  Energy 
Administration  and  in  the  Executive  Office  of  the  President,  a  Federal 
energy  office  to  carry  out  all  energy-related  functions. 

In  anticipation  of  congressional  action  on  my  request,  I  am  today 
establishing  by  Executive  Order  the  Federal  Energy  Office,  which  will 
begin  to  perform  these  functions  while  we  await  the  necessary  statutory 
authority  which  we  hope  to  get  from  the  Congress. 

The  Federal  Energy  Office  will  also  be  headed  by  Mr.  Simon.  I  am 
gratified  by  the  rapid  action  which  the  Congress  is  taking  on  many  of 
the  proposals  for  dealing  with  the  energy  crisis.  The  emergency 
legislation  which  we  must  have  is  being  considered  in  an  expeditious 
manner,  as  is  my  request  for  legislation  establishing  an  Energy 
Research  and  Development  Administration,  and  I  am  confident,  too, 
that  my  proposal  for  a  Federal  Energy  Administration  will  be  dealt 
with  in  a  similar  manner  by  the  Congress. 

As  these  steps  are  being  taken,  I  want  to  emphasize  once  again 
that  the  work  of  the  Government  agencies  involved  in  meeting  the 
energy  crisis  cannot  be  fully  successful  without  the  total  commitment 
of  every  American  citizen  to  see  our  Nation  through  this  situation. 

The  American  people  recognize  a  challenge  faces  us,  and  they  are 
already  responding  to  it  in  a  way  that  speaks  well  for  the  future. 
Every  day  reports  flow  into  the  White  House  of  families  who  are 
driving  more  slowly,  turning  down  their  thermostats  in  their  homes 
and  seeking  other  ways  to  conserve  fuel.  Each  of  these  families  has  my 
personal  gratitude  and  has  also  the  gratitude  of  the  entire  Nation. 

As  we  see  the  spirit  of  sacrifice  which  has  distinguished  this  response, 
we  approach  the  days  ahead  with  the  strongest  confidence  that  we  will 
weather  this  present  difficulty  as  we  have  others  in  our  history  and 
that  the  ultimate  accomplishment  of  independence  with  regard  to 
energy  can  and  will  be  a  fitting  tribute  to  America's  strength  and 
perseverance  in  this  time. 

Now  Mr.  Simon,  who  will  have  such  great  responsibilities  to  carry 
out  these  policies  in  this  new  office,  will  have  a  statement,  and  then 
he  will  take  your  questions. 

Richard  Nixon. 

The  White  House,  December  4,  1973. 


Executive  Order 
December  4,  1973 


FEDERAL   ENERGY   OFFICE 


By  virtue  of  the  authority  vested  in  me  as  President  of  the  United 
States  of  America  by  the  Constitution  and  statutes  of  the  United 
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States,  including  the  Economic  Stabilization  Act  of  1970  (Public  Law 
91-379,  84  Stat.  799),  as  amended,  the  Emergency  Petroleum  Allo- 
cation Act  of  1973  (Public  Law  93-159),  the  Defense  Production  Act 
of  1950  (50  U.S.C.  App.  2061,  et  seq),  as  amended,  and  Section  301  of 
title  3  of  the  United  States  Code,  it  is  hereby  ordered  as  follows: 

Section  1.  There  is  hereby  established  in  the  Executive  Office  of  the 
President  a  Federal  Energy  Office.  The  Office  shall  be  under  the  im- 
mediate supervision  and  direction  of  an  Administrator  and  a  Deputy 
Administrator  of  the  Federal  Energy  Office.  The  Administrator  shall 
be  the  Deputy  Secretary  of  the  Treasury. 

Sec.  2.  The  Administrator  of  the  Federal  Energy  Office  shall  advise 
the  President  with  respect  to  the  establishment  and  integration  of 
domestic  and  foreign  policies  relating  to  the  production,  conservation, 
use,  control,  distribution,  and  allocation  of  energy  and  with  respect  to 
all  other  energy  matters. 

Sec.  3(a)  There  is  hereby  delegated  to  the  Administrator  all  the 
authority  vested  in  the  President  by  the  Emergency  Petroleum 
Allocation  Act  of  1973. 

(b)  The  Administrator  shall  either  submit  to  the  Congress  the 
reports  required  by  Section  4(c)(2)  of  the  Emergency  Petroleum 
Allocation  Act,  or  may  require  any  other  officer  or  any  department  or 
agency  of  the  United  States  to  submit  the  required  reports  to  Congress. 

Sec.  4(a)  There  is  hereby  delegated  to  the  Administrator  the  author- 
ity vested  in  the  President  by  Section  203(a)(3)  of  the  Economic 
Stabilization  Act  of  1970,  as  amended. 

(b)  The  Chairman  of  the  Cost  of  Living  Council  shall,  from  time  to 
time,  delegate  to  the  Administrator  such  authority  under  the  Economic 
Stabilization  Act  as  may  be  necessary  to  carry  out  the  purposes  of  that 
Act  with  respect  to  energy  matters. 

Sec.  5.  There  is  hereby  delegated  to  the  Administrator  the  authority 
vested  in  the  President  by  the  Defense  Production  Act  of  1950,  as 
amended,  as  it  relates  to  the  production,  conservation,  use,  control, 
distribution,  and  allocation  of  energy.  Any  provision  of  Executive 
Order  Xo.  10480,  as  amended,  which  is  inconsistent  with  the  exercise 
of  such  authority  is  hereby  suspended  for  so  long  as  this  Section  re- 
mains in  effect. 

Sec.  6.  Executive  Order  Xo.  11726  of  June  29,  1973,  is  hereby 
superseded  to  the  extent  that  it  is  inconsistent  with  this  Order. 

Sec  7.  All  Orders,  regulations,  circulars,  or  other  directives  issued 
and  all  other  actions  taken  pursuant  to  any  authority  delegated  to  the 
Administrator  b}-  this  Order  prior  to  and  in  effect  on  the  date  of  this 
Order  are  hereby  confirmed  and  ratified,  and  shall  remain  in  full  force 
and  effect,  as  if  issued  under  this  Order,  unless  or  until  altered,  amend- 
ed, or  revoked  by  the  Administrator  or  by  such  competent  authority 
as  he  may  specify. 

Sec.  8.  All  authority  delegated  to  and  placed  in  the  Administrator 
by  this  Order  may  be  further  delegated,  in  whole  or  in  part,  by  the 
Administrator  to  any  other  officer  or  any  department  or  agency  of  the 
United  States. 

Sec  9(a)  X"ecessary  expenses  of  the  Federal  Energy  Office  may  be 
paid  from  the  Emergency  Fund  of  the  President  or  from  such  other 
funds  as  may  be  available. 
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(b)  The  Administrator  of  the  General  Services  Administration  shall 
provide,  on  a  reimbursable  basis,  such  administrative  support  as  may 
be  needed  by  the  Federal  Energy  Office. 

(c)  All  departments  and  agencies  of  the  executive  branch  shall,  to 
the  extent  permitted  by  law,  provide  assistance  and  information  to  the 
Administrator  of  the  Federal  Energy  Office. 

Richard  Nixon. 
The  White  House,  December  4,  1978. 


STATEMENT 


December  19,  1973 


One  of  the  central  facts  underlying  the  national  energy  crisis  is  that 
we  have  a  shortage  in  the  production  of  domestic  crude  oil.  This 
shortage  has  been  further  aggravated  by  the  embargo  of  oil  by  the 
Arab  nations.  It  is  one  of  the  ironies  in  the  present  situation,  as  well 
as  one  of  the  sources  of  confidence  that  we  can  solve  the  energy  short- 
age, that  the  United  States  is  an  energy -rich  nation.  In  addition  to 
our  superabundance  of  coal,  oil  shale,  natural  gas,  and  other  resources, 
both  natural  and  technological,  we  also  possess  extensive  supplies  of 
oil.  In  the  past  we  have  drawn  on  proven  supplies  in  the  most  eco- 
nomical manner  and  this  practice,  coupled  with  heretofore  cheap 
imports,  has  provided  us  with  sufficient  petroleum  and,  more  impor- 
tantly, petroleum  at  very  low  prices. 

It  has  not  previously  been  commercially  feasible  to  develop  our  oil 
shale  resources,  or  to  extract  all  of  the  crude  oil  which  exists  in  devel- 
oped fields  and  in  unproven  reserves.  Now  we  must  become  self- 
sufficient  in  energy,  and  in  order  to  do  so  we  must  be  prepared  to  pay 
the  attendant  costs. 

In  order  to  increase  our  production  of  crude  petroleum,  new  reser- 
voirs must  be  discovered  and  drilled,  often  to  deeper  and  more  costly 
depths.  Expensive  new  technology  must  be  applied  to  existing  wells 
to  bring  up  more  of  the  60  percent  of  the  crude  oil  which  present 
drilling  processes  leave  in  the  ground.  Very  large  expenditures  are  also 
needed  to  produce  oil  from  oil  shale,  a  resource  which  alone  could 
supply  our  needs  for  years  to  come. 

Today,  prices  of  crude  oil  in  the  world  market  are  rising  and  it  is 
inevitable  that  they  will  come  to  rest  at  levels  higher  than  we  histori- 
cally have  enjoyed.  Nevertheless,  after  a  short-run  adjustment  period, 
the  long-run  price  required  to  supply  our  needs  should  not  be  unreason- 
ably high. 

In  the  meantime,  because  of  the  abrupt  nature  of  the  present 
shortage,  prices  could  temporarily  exceed  the  price  levels  required  to 
increase  supply,  and  oil  producers  could  reap  unanticipated  "windfall" 
profits. 

EMERGENXY  WINDFALL    PROFITS    TAX 

I  want  to  assure  all  Americans  that  there  will  be  no  windfall  profits 
at  their  expense.  When  the  Congress  reconvenes  in  January,  I  will 
ask  it  to  enact  an  Emergency  Windfall  Profits  Tax.  The  specific 
details  of  this  proposal  will  be  provided  today  by  the  Treasury  De- 
partment. Over  the  holidays,  the  Treasury  Department  will  continue 
to  work  with  Congressional  staffs  so  that  this  proposal  and  related 
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materials  will  be  ready  for  consideration  by  the  Congress  after  the 
holiday  recess. 

The  Emergency  Windfall  Profits  Tax  I  will  propose  would  apply  at 
rates  graduated  up  to  85  percent  on  the  sale  by  any  domestic  producer 
of  crude  oil  at  prices  higher  than  the  ceiling  price  of  the  Cost  of  Living 
Council  on  December  first. 

This  special  emergency  tax  will  prevent  future  windfalls  to  producers 
and  will  make  up,  in  some  degree,  for  those  which  may  have  already 
occurred. 

At  the  same  time,  the  tax  is  carefully  designed  to  avoid  completely 
depriving  producers  of  a  legitimate  return  on  the  major  investments 
they  will  have  to  make  in  order  to  produce  the  additional  supply  we 
need.  It  would  be  self-defeating  to  tax  away  the  oil  producers'  incentive 
and  ability  to  help  meet  our  energy  shortage. 

The  Emergency  Windfall  Profits  Tax  must  be-  a  temporary  tax. 
This  is  an  essential  part  of  my  recommendation  to  the  Congress.  The 
tax  is  intended  only  to  serve  the  immediate  objective  of  preventing 
windfall  profits  to  oil  producers  while  other  economic  factors  are  at 
work  to  increase  supply  and  eliminate  the  shortage  in  crude  oil.  As 
prices  return  to  the  long-run  supply  level  and  as  the  potential  for 
windfall  profits  disappears,  a  continuation  of  the  tax  would  result  in 
higher  prices  for  consumers,  with  no  concomitant  increase  in  oil 
supplies. 

I  am  not  today  making  any  recommendation  to  the  Co.igress  for 
using  revenues  derived  from  the  Emergency  Windfall  Profits  Tax. 
That  will  naturally  be  a  part  of  the  Congress'  deliberations.  There 
are  a  number  of  possibilities  for  use  of  these  revenues.  One  would  be 
to  place  those  revenues  in  an  Energy  Development  Trust  Fund  which 
would  act  as  a  bank  for  the  financing  of  a  wide  range  of  energy  develop- 
ment and  conservation  projects  which  might  not  otherwise  be  feasible. 
Another  possibility  would  be  to  refund  all  or  part  of  the  tax  to  the  oil 
producer  if  he  invests  his  profits  in  additional  energy  producing 
efforts. 

These  and  all  other  possibilities  for  increasing  our  energy  produc- 
tion at  a  faster  pace,  as  well  as  for  minimizing  any  inequities  resulting 
from  the  present  shortage,  are  being  given  the  most  careful  study. 
The  steps  which  I  am  announcing  today  are  not  the  entire  answer  to 
our  energy  needs,  but  they  will  contribute  significantly  to  the  overall 
solution. 

We  must  be  more  creative  in  conserving  our  vital  natural  resources, 
and  we  must  do  more  to  develop  those  resources.  As  we  take  these 
steps,  every  American  must  be  assured  that  others  will  not  profit  at 
his  expense.  My  recommendation  to  the  Congress  for  an  Emergency 
Windfall  Profits  Tax  is  designed  to  give  that  assurance. 

Richard  Nixon. 

The  White  House,  December  19,  1973. 


ADDRESS   BY  THE   PRESIDENT  ON  THE  NATIONAL 
ENERGY  SITUATION  LIVE  ON  NATIONWIDE  RADIO 


January  19,   1974 


Ten  weeks  ago,  I  reported  to  the  Nation  on  the  energy  crisis.  I  asked 
all  Americans  to  accept  some  sacrifices  in  comfort  and  convenience  so 
that  no  American  would  have  to  suffer  real  hardship. 

Today  I  want  to  report  to  you  on  our  progress  and  answer  the  basic 
questions  that  many  Americans  have  asked  about  this  crisis. 

On  the  positive  side,  I  am  glad  to  be  able  to  report  that  we  are 
making  solid  progress  in  facing  up  to  this  challenge.  There  are  several 
reasons  for  this: 

Far  more  important  than  anything  else  is  what  every  American  has 
done  voluntarily.  It  is  your  response — the  actions  you  take  to  save 
energy  on  a  personal,  voluntary,  day -in,  day-out  basis — that  is  now 
the  single  most  important  reason  for  our  success  so  far. 

For  the  past  seven  weeks,  we  have  observed  "gasless  Sundays" 
across  the  country.  Your  cooperation  with  this  program  helped  to 
make  it  possible  for  me  to  announce  today  that  during  the  month  of 
December,  the  total  consumption  of  gasoline  in  the  United  States  was 
nearly  nine  percent  below  expectations. 

Americans  are  also  responding  to  the  call  for  lower  temperatures  at 
home  and  at  work.  A  recent  report  from  New  England  shows  that 
19,000  homes  surveyed  there  have  reduced  heating  oil  consumption 
by  more  than  16  percent  under  last  year,  and  that  is  after  making 
adjustments  for  warmer  weather. 

Utilities  are  reporting  that  the  consumption  of  natural  gas  across  the 
cc  untry  has  been  reduced  by  approximately  six  percent  over  last  year, 
while  the  consumption  of  electricity — in  homes,  offices,  factories,  and 
elsewhere — is  down  by  about  10  percent. 

Beyond  the  progress  we  have  made  because  of  voluntary  conserva- 
tion, we  have  also  been  fortunate  because  the  weather  in  the  last 
quarter  of  1973  was  warmer  than  usual,  so  we  did  not  consume  as 
much  fuel  for  heating  as  we  expected.  Even  though  the  oil  embargo 
continues  in  the  Middle  East,  we  have  also  received  some  oil  we  did 
not  expect  at  the  time  the  embargo  was  imposed. 

Finally,  let  me  tell  you  what  your  Government  has  been  doing  to 
meet  this  crisis. 

A  fuel  allocation  program  has  been  set  up  so  that  no  area  of  the 
Nation  is  being  subjected  to  undue  hardship.  We  have  begun  the 
process  of  converting  oilburning  utilities  to  the  use  of  coal  wherever 
possible,  freeing  some  200,000  barrels  of  oil  a  day  for  use  in  other  areas. 

At  my  request,  laws  governing  energy  conservation,  such  as  year- 
round  daylight  saving  time,  has  been  enacted  by  the  Congress  and  are 
now  in  effect.  Teams  of  Federal  inspectors  have  been  sent  to  investi- 
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gate  fuel  prices  at  gasoline  stations  and  truck  stops.  Where  price 
gouging  is  discovered,  it  is  being  stopped. 

Within  the  Government,  where  we  have  a  special  obligation  to  set 
an  example,  I  first  directed  that  energy  consumption  be  cut  by  at 
least  7  percent.  That  goal  has  now  been  met  and  it  has  been  exceeded. 
Consumption  of  energy  by  the  Federal  Government  has  been  cut  by 
more  than  20  percent  under  anticipated  demands. 

These  are  just  some  of  the  steps  we  have  taken  to  meet  the  problem 
head-on,  and  you  can  expect  more  in  the  future. 

Nothing  which  the  Federal  Government  might  do  could  be  success- 
ful, however,  without  the  full  cooperation  of  the  American  people. 
It  is  your  sacrifice  that  is  making  the  difference.  You  deserve  the  credit. 

If  this  voluntary  cooperation  continues,  I  can  say  confidently 
to  you  today  that  we  can  prevent  hardships  this  winter  and  that  we 
can  avoid  gas  rationing  this  spring.  Your  Government  has  a  responsi- 
bility to  prepare  for  the  worst,  so  that  we  shall  be  ready  to  ration  gas 
if  necessary. 

But  with  continued  cooperation  by  everyone,  we  all  have  good 
reason  today  to  hope  for  the  best,  and  you  can  be  sure  that  with  your 
help  I  will  do  everything  in  my  power  to  achieve  the  goal  of  avoiding 
gas  rationing. 

Now  let  me  turn  directly  to  the  tough  questions  which  are  now 
being  asked  by  millions  of  concerned  Americans. 

First,  will  the  big  oil  companies  be  allowed  to  make  huge  profits 
from  the  shortage?  Will  they  reap  the  benefits  of  your  personal 
sacrifices? 

My  feelings  on  this  question  could  not  be  stronger.  The  sacrifices 
made  by  the  American  people  in  the  energy  crisis  must  be  for  the 
benefit  of  all  the  people  and  not  just  for  the  benefit  of  big  business. 

Your  sacrifies  must  mean  that  jobs  can  be  preserved,  that  schools 
can  stay  open,  that  homes  will  be  heated.  They  must  not  mean  that 
a  few  get  rich  at  the  expense  and  sacrifice  of  the  many. 

I  recognize,  as  you  do,  that  the  prices  of  gasoline,  heating  oil  and 
other  petroleum  products  are  rising.  Now,  these  prices  are  going  up 
because  the  costs  of  foreign  oil  are  going  up.  The  Nations  from  which 
we  still  import  oil  have  increased  their  prices  from  some  $4  billion, 
($4)  a  barrel  5  months  ago  to  as  much  as  $12  a  barrel  today.  This 
tripling  in  costs  is  passed  on  to  you,  the  consumer,  and  that  is  why 
prices  are  rising. 

I  will  do  everything  I  can  to  hold  down  the  price  of  foreign  oil. 
Scare  stories  that  the  American  people  will  soon  be  paying  a  dollar 
for  a  gallon  of  gas  are  just  as  ridiculous  as  the  stories  that  will  say  that 
we  will  be  paying  a  dollar  for  a  loaf  of  bread.  The  American  people 
cannot  afford  to  pay  such  prices,  and  I  can  assure  you  that  we  will 
not  have  to  pay  them. 

At  the  same  time,  I  pledge  to  you  that  I  shall  do  everything  in  nry 
power  to  prevent  the  big  oil  companies  and  other  major  energy  pro- 
ducers from  making  an  unconscionable  profit  out  of  this  crisis.  Too 
many  Americans  have  sacrificed  too  much  to  allow  that  to  happen. 

That  is  why  I  shall  urge  the  Congress,  when  it  reconvenes  on  Mon- 
day, to  act  immediately  on  the  windfall  profits  tax  that  I  requested 
last  month.  This  tax  would  require  that  windfall  profits  either  be 
turned  over  to  the  Government  or  be  invested  in  the  development  of 
new  supplies,  supplies  that  will  be  vitally  needed  in  the  years  ahead. 
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Private  profiteering  at  the  expense  of  public  sacrifice  must  never 
be  tolerated  in  a  free  country. 

Another  question  many  people  are  asking,  to  put  it  bluntly,  is 
whether  there  is  really  an  energy  shortage  at  all.  If  so,  how  serious  is 
it?  I  am  just  as  interested  as  you  are  in  getting  at  the  truth  in  this 
matter.  That  is  why  when  the  Congress  returns  I  will  propose  legisla- 
tion requiring  the  oil  companies  to  provide  a  full  and  constant  account- 
ing of  their  inventories,  their  production,  their  costs  and  their  reserves. 

This  legislation  will  make  it  possible  for  the  Federal  Government  to 
monitor  these  supplies  independently. 

In  the  meantime,  to  be  sure  that  the  information  I  am  getting  is 
accurate  and  complete,  I  have  directed  the  Federal  Energy  Office 
to  conduct  a  thorough  audit  of  the  records  of  all  the  major  domestic 
oil  companies.  They  will  have  several  hundred  inspectors  in  the  field. 
If  more  inspectors  are  needed,  they  will  be  provided.  If  the  reports 
are  not  satisfactory,  I  shall  ask  the  heads  of  the  major  oil  companies 
to  meet  with  me  personally  in  Washington  so  that  I  can  get  the  facts 
I  need  to  make  decisions  that  are  right  and  that  are  best  for  all 
Americans. 

I  assure  you  that  I  shall  not  allow  the  American  people  to  be  the 
victims  of  a  "snow  job"  in  a  crisis  which  affects  the  jobs,  the  comfort 
and  the  very  way  of  life  of  millions  of  Americans. 

I  have  also  directed  that  an  immediate  review  be  made  of  the  inter- 
national tax  structure  to  insure  that  American  companies  which  are 
developing  energy  resources  abroad  are  not  permitted  to  avail  them- 
selves of  special  tax  advantages  aboard.  I  have  also  ordered  a  review 
of  other  tax  laws  affecting  companies  that  produce  energy. 

Based  on  the  best  information  I  have  been  able  to  get,  this  is  my 
analysis  of  the  energy  crisis  at  this  time: 

The  shortages  are  genuine,  they  may  become  more  severe,  and  they 
are  potentially  dangerous. 

Last  year,  the  United  States  consumed  roughly  18  million  barrels 
of  petroleum,  in  one  form  or  another,  every  day. 

We  produce  over  1 1  million  barrels  a  day  from  our  own  resources 
here  in  this  country. 

The  differences  must  be  made  up  by  imports  from  foreign  producers. 

Because  of  the  Mideast  oil  embargo,  however,  my  chief  adviser, 
Mr.  William  Simon,  in  the  energy  area,  now  advises  that  during  the 
first  three  months  of  1974,  our  imports  will  fall  short  of  our  normal 
demands  by  2.7  million  barrels  a  day.  That  shortfall  is  the  heart  of 
the  current  emergency. 

The  economic  stress  now  felt  by  the  United  States  is  having  an 
even  stronger  impact  upon  Western  Europe,  Japan  and  many  de- 
veloping countries  because  they  lack  the  domestic  resources  we  have 
in  this  country. 

In  the  long  run,  the  producing  nations  will  also  suffer.  We  are 
therefore  approaching  a  point  where  the  oil  embargo  and  the  increase 
in  prices  on  the  international  market  is  self-defeating  for  everyone. 
Clearly,  we  must  have  a  cooperative,  international  accommodation  on 
both  supplies  and  prices. 

In  pursuit  of  that  goal,  I  have  invited  the  leaders  of  major  energy- 
consuming  nations  to  send  representatives  to  the  United  States  to 
discuss  these  matters.  They  will  convene  here  in  Washington  on 
February  11  to  discuss  the  pricing  problem  and  other  matters  relating 
to  the  current  emergency. 
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But  regardless  of  the  success  we  have  in  increasing  petroleum  im- 
ports and  in  stabilizing  prices  through  diplomatic  means,  we  must 
continue  to  move  forward  toward  achieving  a  capacity  for  self- 
sufficiency  in  energ}r  right  here  at  home. 

America  is  a  rich,  a  strong  and  a  good  country.  We  must  set  for 
ourselves  this  goal:  We  must  never  again  be  caught  in  a  foreign-made 
crisis  where  the  United  States  is  dependent  on  any  other  country, 
friendly  or  unfriendly,  for  the  energy  we  need  to  produce  our  jobs,  to 
heat  our  homes,  to  furnish  our  transportation  for  wherever  we  want 
to  go. 

Late  last  year  I  announced  the  beginning  of  Project  Independence, 
a  full-scale  effort  to  provide  the  capacity  to  meet  American  energy 
needs  with  American  energy  resources  by  1980.  As  an  important  part 
of  that  project,  the  head  of  the  Federal  Energy  Office,  William  Simon, 
will  mount  a  major  effort  this  year  to  accelerate  the  development  of 
new  energy  supplies  for  the  future. 

Most  of  the  money  and  the  work  for  Project  Independence  must 
come  from  private  enterprise.  But  the  Federal  Government  also  has  a 
vital  role  to  play. 

It  must  be  a  catalyst  for  industrial  initiative.  It  must  clear  away 
the  red  tape  that  lies  in  the  way  of  expanding  our  supplies,  and  it 
must  provide  the  seed  money  for  research  and  development. 

Many  of  these  Federal  responsibilities  can  only  be  met  with  new 
legislation.  That  is  why  over  the  next  few  weeks  I  shall  submit  to  the 
Congress  a  broad  legislative  package  of  energy  initiatives  and  urge  it 
to  pace  these  requests  at  the  very  top  of  the  Congressional  agenda  for 
1974.  If  we  are  to  be  successful  in  dealing  with  our  long-term  energy 
needs,  the  Congress  must  play  its  part,  and  I  believe  that  the  Con- 
gress, after  returning  from  their  districts  over  the  Christmas  Holidays, 
will  agree  that  the  people  want  them  to  play  their  part,  along  with  the 
Administration. 

The  burden  of  energy  conservation,  of  cutbacks  and  inconvenience, 
of  occasional  discomfort,  continued  concern  is  not,  I  can  assure  you,  an 
artificial  one.  It  is  real.  During  the  Second  World  War,  Winston 
Churchill  was  once  asked  why  England  was  fighting  Hitler.  He 
answered,  "If  we  stop,  you  will  find  out." 

If  we  should  choose  to  believe  that  our  efforts  in  fighting  the  energy 
crisis  are  unnecessary,  if  we  permit  ourselves  to  slacken  our  efforts  and 
slide  back  into  the  wasteful  consumption  of  energy,  then  the  full  force 
of  the  energy  crisis  will  be  brought  home  to  America  in  a  most  devastat- 
ing fashion,  and  there  will  be  no  longer  any  question  in  anyone's  mind 
about  the  reality  of  the  crisis. 

The  distance  between  the  winter  of  1974  and  the  springtime  of 
energy  independence  for  the  United  States  remains  great.  We  must 
proceed  with  confidence  in  our  ability  to  do  the  job.  Far  more  im- 
portantly, we  must  act  now,  as  one  people  to  do  the  job  that  must 
be  done. 

With  the  proud  dedication  we  Americans  have  always  displayed 
when  confronted  with  great  challenges,  we  can  and  we  will  achieve 
the  great  goal  of  Project  Independence.  Where  energy  is  concerned, 
we,  the  American  people,  shall  be  the  sole  masters  of  our  fate. 

Richard  Nixon. 
The  White  House,  January  19,  1974. 


PROPOSALS  TO  DEAL  WITH  THE  ENERGY  CRISIS 


January  23,   1974 


To  the  Congress  oj  the  United  States: 

As  the  93rd  Congress  reconvenes  this  week,  it  returns  to  an  agenda 
that  is  piled  high  with  vital  legislative  questions. 

America  is  undergoing  a  period  of  rapid  change  and  growth  when 
decisions  made  in  Washington  could  affect  the  patterns  of  our  national 
life  for  the  rest  of  this  century.  These  decisions  demand  not  only  the 
collective  wisdom  of  our  national  leadership  but  also  a  continuing 
spirit  of  cooperation  between  the  executive  and  legislative  branches 
of  our  Government.  In  this  first  legislative  message  of  1974,  I  want 
to  renew  my  pledge  that  I  stand  ready  and  eager  to  work  with  the 
Members  of  the  Congress  in  shaping  the  solutions  that  are  best  for 
America. 

In  the  next  few  weeks,  I  will  send  to  the  Congress  a  series  of  mes- 
sages requesting  swift  legislative  action  in  the  areas  where  I  feel  that 
progress  is  most  keenly  needed.  In  each  of  these  areas — health, 
education,  transportation,  natural  resources,  and  others — these 
proposals  reflect  the  best  efforts  of  my  Administration  to  solve  a  wide 
range  of  difficult  domestic  problems. 

No  single  legislative  area  is  more  critical  or  more  challenging  to  us 
as  a  people,  however,  than  the  subject  of  this  first  message  to  the 
Congress:  The  energy  crisis.  It  is  because  of  its  importance  and  because 
of  the  urgent  need  for  action  that  I  have  chosen  to  break  tradition, 
outlining  to  the  Congress  my  legislative  requests  in  energy  before 
delivering  my  State  of  the  Union  Address. 

I  first  warned  of  approaching  energy  shortages  in  a  message  to  the 
Congress  in  1971 — the  first  energy  message  ever  presented  by  an 
American  President.  In  1973,  an  embargo  was  suddenly  imposed 
upon  many  of  our  foreign  supplies  of  oil,  the  crisis  broke  upon  us,  and 
the  entire  country  took  the  first  step  toward  coping  with  the  emergency. 
We  have  made  solid  progress  since  then,  but  it  is  clear  that  our  efforts 
in  1973  were  just  the  beginning.  As  our  first  order  of  business  in  the 
new  year,  therefore,  let  us  resolve  that  1974  shall  be  the  year  that  we 
build  a  permanent  framework  for  overcoming  the  energy  crisis. 

In  the  initial  portion  of  this  message,  I  want  to  report  to  the  Con- 
gress on  our  progress  over  the  last  three  months.  The  remainder  of 
the  message  addresses  the  legislative  program  on  which  I  am  urging 
Congressional  action  in  1974: 

— First,  the  proposals  that  I  believe  are  essential  to  meet  the  short- 
term  emergency,  including: 

— A  special  energy  act  that  would  permit  restrictions  on  the  pri- 
vate and  public  consumption  of  energy  and  would  temporarily 
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relax  certain  Clean  Air  Act  requirements  for  power  plants  and 
automotive  emissions; 

— A  windfall  profits  tax  that  would  prevent  private  profiteering 
at  the  expense  of  public  sacrifice; 

— Unemplo3^ment  insurance  to  help  those  who  lose   their   jobs 
because  of  the  energy  crisis; 

— And  establishment  of  a  Federal  Energy  Administration. 
— Second,  the  legislative  proposals  that  I  have  previously  submitted 

in  order  to  meet  our  long-range  goal  of  achieving  self-sufficiency 

in  energy,  including  proposals  that  would: 

— Allow  market  pricing  of  new  natural  gas; 

— Allow  temporary  oil  production  from  the  Elk  Hills  Naval  Petro- 
leum Reserve  in  California; 

— Permit  surface  mining  of  coal  in  a  manner  that  is  environ- 
mentally safe; 

— Permit  the  development  of  new  deep  water  port  facilities  off- 
shore ; 

— Amend  the  tax  laws  regarding  drilling  investments; 

— Modernize  the  laws  regarding  mineral  leasing  on  Federal  lands; 

— And  reorganize  the  executive  branch  so  that  it  may  deal  more 
effectively  with  energy  and  natural  resource  problems. 
— Third,  proposals  which  are  designed  to  help  us  achieve  self-suffi- 
ciency in  energy  and  which  I  am  submitting  to  the  Congress  this 

year  for  the  first  time,  including  proposals  that  would: 

— Eliminate  depletion  allowances  for  foreign  oil  and  gas  produc- 
tion; 

— Accelerate  the  licensing  and  construction  of  nuclear  facilities; 

— Require  labeling  of  products  for  energy  efficiency ; 

— And  streamline  the  site  selection  process  for  energy  facilities. 
In  addition  to   these  legislative  proposals,   the  Administration  is 
moving  forward  this  year  with  a  series  of  executive  actions  and  studies 
relating  to  our  long-term  energy  needs.  The  latter  are  addressed  in  the 
last  section  of  the  message. 

I.  Report  on  the  Current  Emergency 

Last  year  the  United  States  consumed  roughly  18  million  barrels  of 
petroleum,  in  one  form  or  another,  every  day.  This  represented  about 
one-half  of  our  total  energy  consumption.  The  level  of  petroleum  con- 
sumption was  also  rising,  so  that  we  expected  demands  to  reach  about 
20  million  barrels  a  day  in  1974. 

While  the  country  is  rich  in  natural  resources,  our  production  of 
petroleum  resources  is  far  less  than  our  demands.  Last  year  we  were 
producing  approximately  11  million  barrels  of  petroleum  a  day,  and 
the  level  of  production  was  declining. 

The  difference  between  our  demands  and  our  domestic  consumption 
must  be  made  up,  of  course,  by  imports  from  abroad,  reductions  in 
demand,  or  increased  domestic  production.  Even  before  the  embargo 
on  oil  in  the  Middle  East,  our  foreign  supplies  were  barely  adequate. 
Since  the  embargo,  the  shortage  has  become  a  good  deal  more  serious. 
The  Federal  Energy  Office  has  estimated  that  during  the  first  three 
months  of  1974,  our  imports  will  fall  short  of  our  normal  demands  by 
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2.7  million  barrels  a  day.  If  the  embargo  continues,  shortages  could 
exceed  three  million  barrels  a  day  during  the  rest  of  the  year.  That 
shortfall  is  the  major  factor  in  our  current  emergency. 

ENCOURAGING  PROGRESS 

With  the  Nation  confronting  a  severe  energy  shortage,  I  appealed  to 
the  public  eleven  weeks  ago  to  undertake  a  major  conservation  effort 
on  a  personal,  voluntary  basis.  My  appeal  was  repeated  by  public 
servants  across  the  land.  The  Congress  acted  quickly  to  pass  laws 
putting  the  Nation  on  year-round  daylight  savings  time  and  reducing 
the  national  highway  speed  limits  to  no  more  than  55  miles  per  hour. 
The  Federal  Government  began  moving  swiftly  to  ensure  that  fuel 
supplies  were  allocated  fairly  and  that  conservation  measures  were 
undertaken  within  the  Government.  Most  importantly,  the  people 
themselves  responded  positively,  lowering  the  thermostats  in  their 
homes  and  offices,  reducing  their  consumption  of  gasoline,  cutting  back 
on  unnecessary  lighting,  and  taking  a  number  of  other  steps  to  save 
fuel. 

Largely  because  of  the  favorable  public  response,  I  can  report  to  the 
Congress  today  that  we  are  making  significant  progress  in  conserving 
energy : 

—  Total  consumption  of  gasoline  in  the  United  States  during  the 
month  of  December  was  nearly  nine  percent  below  expectations. 
— Consumption  of  home  heating  oil  has  been  reduced.  A  recent 
survey  of  19,000  homes  in  New  England  showed  they  had  reduced 
heating  oil  consumption  by  more  than  16  percent  under  last  year, 
after  making  adjustments  for  warmer  weather. 
— Utility  report  that  consumption  of  natural  gas  across  the  country 
has  been  reduced  by  approximately  6  percent  over  last  year,  while 
the  consumption  of  electricity  is  down  about  10  percent. 
Beyond  the  progress  we  have  made  because  of  voluntary  conserva- 
tion, we  have  also  been  fortunate  in  two  other  respects.  The  weather  in 
the  last  quarter  of  1973  was  warmer  than  usual,  so  that  we  did  not 
consume  as  much  fuel  for  heating  as  we  expected.  In  addition,  the  oil 
embargo  in  the  Middle  East  has  not  yet  been  totally  effective,  allow- 
ing us  to  import  more  oil  than  we  first  anticipated. 

ACTION  AT  THE  FEDERAL  LEVEL 

The  Federal  Government  clearly  has  a  major  responsibility  in  help- 
ing to  overcome  the  energy  crisis.  To  fulfill  that  responsibility,  several 
steps  have  been  taken  in  the  last  three  months: 

— A  major  conservation  program  has  been  established  and  has  cut 
consumption  of  energy  by  Federal  agencies  by  more  than  20  per- 
cent below  anticipated  demands  in  the  third  quarter  of  1973. 

— A  sweeping  investigation  of  fuel  prices  charged  at  gasoline  stations 
and  truck  stops  has  been  launched,  putting  an  end  to  price  goug- 
ing wherever  it  is  found. 

— A  Federal  Energy  Office  has  been  created  to  serve  as  a  focal  point 
for  energy  actions  taken  by  the  Government. 
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— Finally,  a  fuel  allocation  program  has  been  set  up  to  assure  that 
no  area  of  the  Nation  is  subjected  to  undue  hardships  and  to 
assure  that  in  allocating  fuel,  the  protection  of  jobs  comes  ahead 
of  the  satisfaction  of  comforts.  As  part  of  this  allocation  effort, 
refiners  are  being  encouraged  to  produce  less  gasoline  and  more  of 
the  products  that  are  needed  in  homes  and  industry,  such  as  heat- 
ing oil,  diesel  oil,  residual  fuel  oil,  and  petrochemical  feed-stocks. 
The  Cost  of  Living  Council  has  issued  regulations  to  encourage 
the  shift  away  from  gasoline  production.  If  necessary,  additional 
steps  will  be  taken  to  encourage  shifts  in  refinery  production. 
The  allocation  program  now  underway  will  mean  some  cutbacks  in 
travel,  heating  and  other  end  uses  of  fuel,  while  uses  which  keep  our 
economy  operating  at  a  high  level  will  be  permitted  to  remain  at  or 
above  last  year's  levels. 

Market  forces  are  also  at  work  allocating  fuel.  Due  primarily  to 
huge  increases  in  prices  for  foreign  oil,  the  price  of  gasoline  has  risen 
by  12  to  15  cents  per  gallon  over  last  year.  This  obviously  discourages 
the  consumption  of  gasoline.  Hearing  oil  has  also  shown  a  comparable 
rise  with  similar  effect. 

There  is  a  limit,  however,  to  the  amount  of  market  allocation 
through  higher  prices  which  we  will  allow.  We  will  not  have  consumers 
paying  a  dollar  gallon  for  gasoline.  We  must  therefore  seek  to  maxi- 
mize the  production  of  domestic  oil  at  a  price  lower  than  the  price  of 
foreign  oil.  We  will  also  carefully  review  requests  for  energy  price  in- 
creases, to  ensure  that  they  are  genuinely  needed. 

All  of  the  measures  of  conservation  and  allocation  have  greatly  im- 
proved the  Nation's  chances  of  avoiding  hardships  this  winter  and  gas 
rationing  this  spring.  Gas  rationing,  with  its  attendant  bureaucracy  and 
cost  to  the  taxpayer,  should  be  only  a  last  resort.  Nevertheless,  we  are 
attempting  to  be  prudent  and  therefore  have  developed  a  system  of 
coupon  rationing.  The  system  is  now  on  the  record  for  public  comment, 
and  will  be  ready  for  use  this  spring  should  it  prove  necessary. 

The  system  would  provide  for  transferable  coupons  for  all  licensed 
drivers  over  18  years  old.  The  coupons,  unlike  the  World  War  II 
coupons,  would  be  freely  transferable.  Thus  those  who  can  economize 
and  use  less  than  their  allotment  would  be  given  tangible  incentive  to 
do  so,  while  those  who  seriously  need  larger  amounts  would  be  able 
to  buy  coupons  legally. 

The  measures  of  allocation  and  conservation  are,  in  the  very  short- 
run,  the  only  actions  which  will  have  an  effect  in  lessening  the  crisis. 
However,  in  the  slightly  longer  term,  we  can  and  we  are  making  efforts 
to  increase  domestic  supplies  of  petroleum  very  rapidly. 

Increases  in  supplies  of  domestic  crude  oil  are  necessary  not  only  to 
assure  supplies,  but  to  keep  the  prices  for  consumers  at  a  reasonable 
level.  The  prices  charged  by  a  foreign  cartel  for  crude  oil  have  risen  so 
dramatically  that  U.S.  oil  prices  are  now  greatly  below  the  world 
market  price. 

To  ensure  that  domestic  oil  exploration  continues  and  grows,  the 
price  of  oil  from  new  exploration  and  development  has  been  removed 
from  Economic  Stabilization  Act  controls.  Also,  to  compensate  for 
increased  production  costs  and  to  stimulate  advanced  techniques  for 
recovering  oil,  we  have  permitted  a  $1  per  barrel  increase  in  the  cost 
of  petroleum  under  existing  oil  contracts. 
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As  a  result,  domestic  oil  wells  that  had  been  abandoned  because 
they  were  no  longer  profitable  are  being  put  back  into  production, 
and  new  American  oil  is  now  beginning  to  come  into  the  market.  We 
anticipate  additional  increases  in  the  oil  in  the  future. 

As  a  greater  domestic  production  fills  more  of  our  oil  needs,  we  will 
be  demanding  less  foreign  oil,  and  the  price  for  foreign  oil  will  not  be 
driven  upward-  by  our  demands.  Our  own  domestic  production  will 
tend  to  put  a  cap  on  the  prices  foreign  suppliers  may  charge. 

To  deal  further  with  the  world  shortage  of  oil  and  its  increasingly 
unrealistic  price  levels,  I  have  invited  major  consuming  nations  to  a 
conference  in  Washington  on  February  11.  The  conference  will,  I 
hope,  eventually  lead  to  greater  international  cooperation  in  the  areas 
of  energy  conservation,  research,  pricing  policy,  oil  exploration,  and 
monetary  policy. 

II.  Legislation  To  Meet  the  Current  Emergency 

Although  we  have  made  significant  progress  over  the  last  three 
months  in  reducing  consumer  demands  for  energy  and  in  allocating 
fuel  supplies,  additional  legislative  measures  must  be  enacted  if  we 
are  to  maintain  our  momentum.  I  am  therefore  asking  that  the  Con- 
gress give  its  highest  priority  to  five  proposals  which  I  have  previously 
recommended  for  dealing  with  the  short-term  emergency: 

1.  SPECIAL  ENERGY  ACT 

The  principal  purposes  of  this  legislation  are  to  grant  the  executive 
branch  authority  to  restrict  the  public  and  private  consumption  of 
energy  and  to  modify  certain  Clean  Air  Act  requirements. 

During  the  closing  weeks  of  December,  both  Houses  of  Congress 
labored  long  and  hard  on  this  emergency  bill.  As  presently  drafted  in 
the  House-Senate  conference,  the  bill  is  laden  with  so  many  extraneous 
provisions  that  I  would  have  difficulty  signing  it.  I  urge  the  Congress 
to  pass  a  basic  bill  dealing  with  mandatory  conservation,  fuel  conver- 
sion, rationing,  and  changes  to  the  Clean  Air  Act.  I  would  also  urge 
that  the  extraneous  provisions  be  placed  in  separate  legislation  where 
they  belong. 

2.  WINDFALL  PROFITS  TAX 

The  solution  to  the  energy  crisis  must  ultimately  depend  in  large 
measure  upon  the  response  of  the  public,  and  their  actions  will  in  turn 
be  based  upon  their  recognition  that  an  energy  crisis  actually  exists 
and  that  it  has  not  been  contrived  for  the  benefit  of  big  business.  For 
weeks,  believing  that  the  crisis  is  genuine,  millions  of  Americans  have 
made  sacrifices  in  their  comfort  and  convenience  so  that  no  Americans 
would  have  to  suffer  personal  hardships.  Those  sacrifices  are  contin- 
uing today,  and  they  will  be  needed  in  the  future.  It  is  up  to  the 
leaders  of  the  Nation  to  ensure  that  the  public  trust  is  not  abused. 

As  President,  I  am  deeply  committed  to  a  firm  policy:  We  must 
not  permit  private  profiteering  at  the  expense  oj  public  sacrifice.  The 
sacrifices  made  by  the  American  people  must  be  for  the  benefit  of  all 
the  people,  not  just  for  the  benefit  of  big  business.  In  equal  measure, 
we  must  not  permit  the  big  oil  companies  or  any  other  major  domestic 
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energy  producers  to  manipulate  the  public  by  withholding  information  on 
their  energy  supplies.  That  information  must  be  made  available  to  the 
public,  and  it  must  be  accurate  and  complete. 

The  windfall  profits  tax  that  I  outlined  last  December  and  am  again 
asking  the  Congress  to  pass  would  serve  this  policy  by  preventing 
major  domestic  energy  producers  from  making  unconscionable  profits 
as  a  result  of  the  energy  crisis.  It  would  exact  a  tax  of  up  to  85  percent 
on  receipts  from  sales  of  crude  oil  above  the  ceiling  set  by  the  Cost 
of  Living  Council  in  December  of  1973. 

3.    ENERGY-RELATED    UNEMPLOYMENT    INSURANCE 

The  energy  emergency  will  undoubtedly  result  in  some  dislocation 
within  the  economy.  Selected  labor  market  areas  may  experience 
unusually  large  rises  in  unemployment  despite  our  best  efforts  to 
minimize  economic  disruption.  Jobs  in  those  areas  may  become 
harder  than  usual  to  find.  Therefore,  as  an  integral  part  of  the  same 
philosophy  which  has  led  me  to  seek  a  windfall  profits  tax  that  prevents 
a  few  people  from  benefitting  unduly  from  the  energy  emergency,  I 
will  also  recommend  new  unemployment  insurance  measures  to 
cushion  American  workers  against  the  shocks  of  economic  adjustment. 
Last  April,  I  submitted  legislation  to  improve  the  unemployment 
insurance  program  by  increasing  benefit  levels  and  expanding  cov- 
erage. I  call  again  for  the  enactment  of  those  measures.  In  addition, 
I  will  submit  unemployment  insurance  amendments  that  would,  on 
enactment,  extend  the  duration  of  benefit  entitlement  and  expand 
coverage  in  those  labor  market  areas  that  experience  significant 
increases  in  the  level  of  unemployment.  These  provisions,  coupled 
with  the  recently  enacted  Comprehensive  Employment  and  Training 
Act  will  provide  a  solid  foundation  for  the  more  rapid  reabsorption 
of  workers  into  the  Nation's  economy. 

4.     MANDATORY    REPORTING    OF    INFORMATION    BY    PRIVATE    INDUSTRY 

The  information  now  provided  to  the  public  and  to  the  Government 
by  the  energy  industry  is  insufficient  for  public  planning  purposes. 
This  is  a  serious  deficiency  which  has  understandably  become  a 
matter  of  intense  public  interest.  To  correct  it,  I  will  shortly  submit 
legislation  requiring  major  energy  producers  to  provide  to  the  Gov- 
ernment a  full  and  constant  accounting  of  their  inventories,  their 
production,  and  their  reserves.  Where  required  for  national  security 
or  competitive  purposes,  confidentiality  of  the  information  will  be 
protected.  Most  of  this  data,  however,  can  and  will  be  made  available 
to  the  public. 

To  provide  a  focus  for  the  collection  and  analysis  of  this  data,  I 
have  directed  the  Federal  Energy  Office  to  establish  an  Energy 
Information  Center.  This  center  will  coordinate  energy  data  within 
the  Government  and  provide  the  information  to  the  public,  the 
Congress  and  other  Federal  agencies. 

5.    FEDERAL    ENERGY   ADMINISTRATION 

FEA  would  bring  together  and  significantly  expand  programs  to 
deal  with  the  current  energy  emergency.   It  would  also  carry  out 
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major  new  activities  in  energy  resource  development,  energy  infor- 
mation and  energy  conservation.  Included  within  this  agency  would 
be  the  functions  of  the  Offices  of  Petroleum  Allocation.  Energy  Data 
and  Analysis,  Oil  and  Gas,  and  Energy  Conservation  from  the  De- 
partment of  the  Interior  and  the  Energy  Division  of  the  Cost  of 
Living  Council. 

III.  Our  Program  for  the  Future:  Project  Independence 

Energy  demand  in  the  United  States  will  certainly  continue  to 
rise.  Were  domestic  oil  production  to  continue  to  decline  and  demand 
continue  to  grow  at  over  4  percent  annually,  as  it  did  before  the 
embargo,  imports  would  increase  from  35  percent  of  U.S.  consumption 
in  1973  to  roughly  half  of  U.S.  consumption  by  1980. 

We  must  also  face  the  fact  that  when  and  if  the  oil  embargo  ends, 
the  United  States  will  be  faced  with  a  different  but  no  less  difficult 
problem.  Foreign  oil  prices  have  risen  dramatically  in  recent  months. 
If  we  were  to  continue  to  increase  our  purchase  of  foreign  oil,  there 
would  be  a  chronic  balance  of  payments  outflow  which,  over  time, 
would  create  a  severe  problem  in  international  monetary  relations. 

Without  alternative  and  competitive  sources  of  energy  here  at 
home,  we  would  thus  continue  to  be  vulnerable  to  interruptions  of 
foreign  imports  and  prices  could  remain  at  these  cripplingly  high  levels. 
Clearly,  these  conditions  are  unacceptable. 

To  overcome  this  challenge,  I  announced  last  November  7  that 
the  United  States  must  embark  upon  a  major  effort  to  achieve  self- 
sufficiency  in  energy,  an  effort  I  called  Project  Independence.  If 
successful,  Project  Independence  would  by  1980  take  us  to  a  point 
where  we  are  no  longer  dependent  to  any  significant  extent  upon 
potentially  insecure  foreign  supplies  of  energy. 

Project  Independence  entails  three  essential  concurrent  tasks. 

The  first  task  is  to  rapidly  increase  energy  supplies — maximizing 
the  production  of  our  oil,  gas,  coal  and  shale  reserves  by  using  existing 
technologies  and  accelerating  the  introduction  of  nuclear  power. 
These  important  efforts  should  begin  to  pay  off  in  the  next  2  to  3 
years.  They  will  provide  the  major  fraction  of  the  increased  supplies 
needed  to  achieve  energy  self-sufficiency. 

The  second  task  is  to  conserve  energy.  We  must  reduce  demand  by 
eliminating  nonessential  energy,  use  and  improving  the  efficiency  of 
energy  utilization.  This  must  be  a  continuing  commitment  in  the 
years  ahead. 

The  third  task  is  to  develop  new  technologies  through  a  massive 
new  energy  research  and  development  program  that  will  enable  us  to 
remain  self-sufficient  for  years  to  come. 

We  cannot  accept  part  of  the  overall  program  and  ignore  the  others. 
Within  the  Federal  sector,  success  will  depend  on  a  wide  range  of 
actions  by  many  agencies.  As  an  important  part  of  that  effort,  the 
head  of  the  Federal  Energy  Office,  William  Simon,  will  mount  a  major 
effort  this  year  to  accelerate  the  development  of  new  energy  supplies 
for  the  future. 

Our  strategy  for  Project  Independence  is  reflected  in  urgent 
measures  now  pending  in  the  Congress  as  well  as  many  new  legislative 
proposals  and  administrative  actions  I  now  plan  to  take. 
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A.    LEGISLATION    STILL    AWAITING    CONGRESSIONAL    ACTION 

Over  the  past  three  years,  I  have  submitted  a  number  of  legislative 
proposals  that  are  essential  to  our  pursuit  of  energy  self-sufficiency 
but  are  still  awaiting  final  Congressional  action.  I  ask  that  the  93rd 
Congress  move  ahead  with  these  proposals,  and  I  pledge  the  coopera- 
tion of  this  Administration  in  working  out  any  differences.  These 
proposals  include  the  following : 

Natural  Gas  Supply  Act 

The  artificially  low  prices  for  natural  gas  created  by  Government 
regulations  continue  to  create  a  double  problem:  consumers  wish  to 
purchase  more  of  this  cheap,  clean  fuel  than  is  available,  while  sup- 
pliers have  little  incentive  to  develop  it.  I  again  ask  the  Congress  to 
provide  for  competitive  pricing  of  newly  developed  gas  supplies  in 
order  to  encourage  new  drilling  and  to  direct  available  gas  into  the 
premium  uses. 

Although  my  deregulation  proposal  should  not  cause  a  significant 
rise  in  consumer  prices  for  natural  gas  for  some  years,  I  recognize 
that  there  is  a  strong  desire  to  provide  added  insurance  that  un- 
reasonable price  increases  do  not  occur.  This  insurance  can  be  provided 
by  adding  to  the  Administration's  legislative  proposal  a  provision 
authorizing  the  Federal  Power  Commission  to  establish  limits  on 
absolute  price  increases.  We  are  prepared  to  work  with  the  Congress 
on  these  changes. 

Naval  Petroleum  Reserves 

The  Nation  has  vast  oil  end  oil  shale  reserves  which  years  ago  were 
set  aside  for  national  defense  purposes  by  placing  them  under  the 
control  of  the  Secretary  of  the  Navy.  That  action  was  taken  at  a  time 
when  naval  petroleum  requirements  were  an  especially  important 
share  of  total  national  petroleum  consumption.  Some  of  these  oil 
reserves,  principally  those  located  in  Wyoming  and  California,  have 
been  explored  and  developed  to  the  point  where  limited  production 
is  possible.  The  largest  reserve,  located  in  Alaska,  has  not  been 
significantly  explored  or  developed  and  could  not  be  available  for 
production  for  several  years,  even  in  a  grave  national  emergency. 
I  have  proposed  legislation  that  would  greatly  improve  the  availability 
of  the  reserves  for  future  needs  and  would  permit  limited  production 
from  the  Elk  Hills  Reserve  in  California  to  assist  in  meeting  our 
short-term  energy  problems. 

In  accordance  with  law,  the  Secretary  of  the  Navy  has  issued  and 
I  have  approved  a  finding  that  production  of  oil  from  Naval  Petroleum 
Reserve  No.  1  (Elk  Hills)  is  necessary  for  national  defense  purposes. 
Approval  of  the  Congress  is  also  necessary  and  I  have  proposed 
legislation  that  would  give  such  Congressional  approval.  It  would  also 
provide  that  funds  from  the  sale  or  exchange  of  the  oil  could  be  used 
for  further  exploration  and  development  of  Elk  Hills  and  for  explora- 
tion of  Naval  Petroleum  Reserve  No.  4  in  Alaska.  I  am  pleased  that 
the  Senate  has  already  passed  this  legislation,  and  I  am  hopeful  that 
immediate  action  will  now  be  taken  by  the  House  of  Representatives. 

Mined  Area  Protection 

A  Mined  Area  Protection  Act  is  needed  to  encourage  the  develop- 
ment of  State  programs  which  permit  the  mining  of  coal  and  other 
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minerals  to  go  forward  in  a  way  that  is  environmentally  safe.  The 
absence  of  clear  legislation  in  this  area  is  inhibiting  the  development 
of  our  coal  reserves.  The  Senate  has  passed  a  bill,  but  it  deals  only 
with  surface  mining  of  coal  rather  than  all  mining  and  it  contains 
provisions  which  would  actually  impede  production  of  coal. 

The  House  Committee  on  Interior  and  Insular  Affairs  is  scheduled 
to  take  up  the  matter  soon  and  I  am  hopeful  that  it  will  act  favorably 
on   the  Administration's  proposal. 

Deepwater  Port  Facilities 

Even  though  our  policy  is  to  achieve  self-sufficiency,  we  will  clearly 
continue  to  import  oil  as  long  as  it  is  available  at  reasonable  prices.  To 
enable  us  to  import  fuel  more  economically,  I  have  proposed  Federal 
Government  licensing  of  the  construction  and  operation  of  deepwater 
port  facilities  three  miles  or  more  at  sea  on  the  Outer  Continental 
Shelf.  The  main  use  of  these  facilities  would  be  to  import  crude  oil 
in  ships  that  are  economically  and  environmentally  desirable,  but 
are  too  deep  of  draft  to  permit  their  entry  into  our  port  facilities  on 
the  East  and  Gulf  Coasts. 

This  legislation  would  also  eliminate  many  of  the  legal  uncertainties 
which  now  drive  private  investors  away  from  American  waters  and 
to  other  nations  of  the  Western  Hemisphere.  The  present  system 
only  serves  to  create  investments  and  jobs  abroad  and  raises  our  costs 
of  imported  oil,  already  high,  even  further. 

Drilling  Investment  Credit 

Last  April  I  proposed  that  the  investment  credit  provisions  of 
present  tax  laws  be  extended  to  provide  a  credit  for  all  exploratory 
drilling  for  new  oil  and  gas  fields.  Approval  of  this  provision  would 
provide  an  essential  incentive  for  new  oil  and  gas  exploration.  At  the 
same  time,  I  am  asking  the  Congress  to  eliminate  the  tax  shelter  that 
now  exists  for  wealthy  taxpayers  who  reduce  their  taxes  by  taking 
deductions  for  investments  in  oil  drilling. 

Mineral  Leasing  Act 

The  Mineral  Leasing  Act  of  1920  governs  the  exploration  and 
production  of  oil,  gas,  coal,  and  other  minerals  on  Federal  lands 
while  the  Mining  Act  of  1872,  governs  the  exploration  and  mini  g 
for  "hard-rock"  (gold,  silver,  copper,  etc.)  minerals.  Both  act.;  na  e 
become  obsolete.  Last  February,  I  proposed  a  bill  that  wxulj  place 
all  mineral  exploration  and  mining  activities  on  Federal  lands  under  a 
single  Federal  leasing  system.  The  bill  would  assure  that  the  persons 
who  obtain  the  leases  are  those  who  have  an  interest  in  early  explora- 
tion for  oil,  gas,  and  other  minerals.  It  would  also  require  that 
exploration  meet  the  environmental  standards  of  the  Administra- 
tion's proposed  Mined  Area  Protection  Act. 

Organizing  the  Federal  Energy  Effort 

If  the  Federal  Government  is  to  achieve  prompt  and  productive 
results  in  the  energy  field,  its  many  energy  programs  and  resources 
must  be  organized  in  the  best  possible  manner.  Toward  this  end,  I 
have  submitted  several  organizational  proposals  to  the  Congress  and 
urged  their  prompt  adoption.  One  calls  for  establishment  of  the 
Federal  Energy  Administration  as  discussed  above.  The  others  call 
for  statutory  establishment  of  the  following: 
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(1)  Energy  Research  and  Development  Administration. — This  new- 
organization  would  provide  unified  leadership  and  direction  for  energy 
technology  programs  at  the  Federal  level.  ERDA  would  include  the 
research  and  development  as  well  as  the  production  functions  of  the 
Atomic  Energy  Commission,  along  with  selected  energy  research  and 
development  functions  of  the  Department  of  the  Interior,  the  National 
Science  Foundation,  and  the  Environmental  Protection  Agency.  Under 
this  proposal,  the  five-member  Atomic  Energy  Commission  would  be 
renamed  the  Nuclear  Energy  Commission  and  would  carry  out  the 
vital  task  of  licensing  and  regulating  the  rapidly  growing  use  of 
nuclear  power. 

(2)  Department  of  Energy  and  Natural  Resources. — As  the  longer-run 
solution  to  the  many  interrelated  problems  in  the  energy  and  natural 
resources  area,  I  have  proposed  the  establishment  of  this  new  depart- 
ment. DENR  would  incorporate  most  of  the  responsibilities  of  the 
Department  of  the  Interior;  the  activities  of  the  Forest  Service  and 
certain  water  resource  functions  of  the  Department  of  Agriculture; 
the  activities  of  the  National  Oceanic  and  Atmospheric  Administration 
of  the  Department  of  Commerce;  the  water  resource  planning  func- 
tions of  the  Corps  of  Engineers;  the  gas  pipeline  safety  functions  of 
the  Department  of  Transportation,  and  the  Water  Resources  Council. 
Drawn  together,  these  responsibilities  would  form  the  basis  of  a 
modern  department  truly  capable  of  providing  a  much  needed  balance 
between  the  wise  utilization  and  careful  conservation  of  our  Nation's 
precise  natural  resources. 

Because  of  the  energy  crisis,  I  urge  that  the  Congress  give  priority 
attention  to  the  creation  of  FEA  and  ERDA.  Because  of  its  compre- 
hensive scope,  DENR  may  require  additional  examination  by  the 
Congress,  but  I  reaffirm  the  need  for  this  modern  Cabinet  department. 
Once  DENR  is  established,  it  should  incorporate  the  functions  of 
ERDA  and  FEA. 

B.    NEW   LEGISLATIVE   INITIATIVES 

In  addition  to  the  legislation  now  pending  before  the  Congress 
still  further  steps  must  be  taken  if  we  are  to  progress  at  a  proper  pace 
toward  self-sufficiency.  Within  the  next  several  weeks,  I  will  be  sending 
to  the  Congress  a  number  of  legislative  proposals  to  help  us  take  those 
steps,  including: 

Changes  in  Foreign  Tax  Treatment 

U.S.  companies  that  produce  oil  overseas  have  been  granted  the 
same  22  percent  depletion  allowance  abroad  that  is  granted  to  U.S. 
companies  producing  oil  in  the  United  States.  Both  allowances  pro- 
vide an  incentive  for  oil  production. 

As  we  move  toward  U.S.  self-sufficiency  in  energy,  however,  we 
want  to  encourage  greater  development  of  U.S.  energy  resources 
rather  than  foreign  resources.  I  am  therefore  asking  the  Congress  to 
eliminate  these  foreign  depletion  allowances,  while  retaining  the 
depletion  allowance  for  domestic  oil  production. 

Taxes  paid  to  foreign  governments  by  U.S.  oil  companies  drilling 
abroad  have  increased  dramatically.  There  is  growing  concern  about 
the  degree  to  which  such  increases  should  be  allowed  as  credits  against 
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U.S.  tax  on  other  income.  Under  these  circumstances,  it  is  no  longer 
realistic  to  treat  these  payments  to  foreign  governments  entirely  as 
income  taxes  creditable  against  the  U.S.  tax.  Obviously,  however,  the 
oil  producing  countries,  like  any  other  country,  have  the  right  to 
impose  taxes  and  some  reasonable  portion  of  those  taxes  should  be 
creditable.  I  have  asked  the  Treasury  Department  to  prepare  pro- 
posals which  would  cause  part  of  these  amounts  to  be  designated  as 
a  creditable  tax  and  the  balance  to  be  allowed  solely  as  a  deduction. 

Accelerating  the  Licensing  and  Construction  of  Nuclear  Facilities 

Nuclear  power,  which  lessens  our  dependence  on  foreign  fuel,  is  an 
essential  part  of  our  program  of  achieving  energy  self-sufficiency.  At 
present,  however,  it  takes  9-10  years  to  complete  the  planning,  licens- 
ing, and  construction  of  nuclear  power  plants.  In  order  to-get  vitally 
needed  nuclear  power  on-line  more  rapidly,  I  have  directed  that  steps 
be  taken  to  reduce  the  licensing  and  construction  cycle  to  5-6  years, 
without  compromising  safety  and  environmental  standards. 

I  will  soon  transmit  a  legislative  proposal  to  expedite  the  comple- 
tion of  nuclear  power  plants  by  separating  the  approval  process  for 
plant  sites  from  the  reactor  licensing  process  and  by  encouraging  the 
use  of  standardized  plant  designs.  These  designs,  once  approved, 
would  reduce  the  required  licensing  review  time  and  would  enhance 
safety.  This  legislation  would  also  permit  the  establishment  of  an 
inventory  of  approved  sites  for  nuclear  plants. 

Efficiency  Labels 

Energy  conservation  must  play  a  major  role  in  achieving  self- 
sufficiency,  but  few  of  the  products  we  now  purchase  clearly  indicate 
how  much  energy  they  require  to  operate.  To  assure  that  such  in- 
formation is  available,  I  will  shortly  submit  to  the  Congress  legisla- 
tion requiring  that  all  major  appliances  and  automobiles  produced  or 
imported  into  the  United  States  be  clearly  labeled  to  indicate  their 
energy  use  and  energy  efficiency. 

Energy  Facilities  Siting 

The  present  multitude  of  Federal,  State,  and  local  approvals  re- 
quired for  the  construction  of  energy  facilities  has  caused  serious 
delays  in  their  availability.  There  is  also  no  provision  for  advanced 
approval  of  sites  which  will  be  needed  in  the  future.  In  addition,  the 
public  has  often  been  frustrated  because  public  participation  in  the  site 
approval  process  seldom  occurs  early  enough  to  affect  the  basic  siting 
decision. 

In  1971  I  requested  legislation  to  overcome  these  problems  for  elec- 
trical power  plants  and  transmission  lines.  I  resubmitted  similar  legisla- 
tion in  February  1973,  but  the  Congress  has  not  acted  on  my  proposal. 
I  have  now  directed  that  new  legislation  be  prepared,  building  upon 
my  earlier  proposals  but  covering  additional  critical  energy  facilities. 
This  legislation  will  be  directed  toward: 

— advanced  approval  of  adequate  sites  for  energy  facilities  on  a 
regional  basis; 

— better  coordination  of  the  various  approvals  now  required  by  all 
levels  of  Government; 

— and  improved  long  range  planning  of  energy  facility  requirements. 
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Changes  in  the  Clean  Air  Act 

The  Clean  Air  Act  has  provided  the  basis  for  major  improvements  in 
air  quality  and  we  must  continue  our  progress  toward  even  greater 
improvement.  However,  during  the  current  energy  shortage,  it  has 
become  clear  that  some  changes  in  the  act  are  needed  to  provide 
greater  flexibility  in  deadlines  and  other  requirements.  The  special 
energy  legislation  now  before  the  Congress  would  permit  temporary 
relaxation  in  some  requirements  applicable  to  power  plants  when  an 
adequate  supply  of  clean  energy  is  not  available.  It  would  also  extend 
the  deadlines  for  the  reduction  of  emissions  from  automobiles.  I  hope 
the  Congress  will  move  quickly  to  grant  authority  for  temporary 
relaxation  of  requirements  and  freezing  the  standards  for  auto  emis- 
sions— now  applicable  to  1975  model  cars — for  two  additional  years. 
This  latter  action  will  permit  auto  manufacturers  to  concentrate 
greater  attention  on  improving  fuel  economy  while  retaining  a  fixed 
target  for  lower  emissions.  These  changes  can  be  made  without  signifi- 
cantly  adverse   effect   on   our  progress    in    improving    air    quality. 

The  Congress  has  also  been  advised  b}^  the  Environmental  Protec- 
tion Agency  of  evidence  demonstrating  that  the  reductions  of  nitrogen 
oxides  from  automobiles  as  required  by  the  Clean  Air  Act  are  unneces- 
sarily stringent  and  that  technology  to  achieve  the  reductions  is  not 
yet  practicable.  In  addition,  the  Congress  has  been  advised  by  the 
Environmental  Protection  Agency  that  deadlines  cannot  be  met  for 
meeting  air  quality  standards  in  some  metropolitan  areas  without 
drastically  curtailing  the  use  of  motor  vehicles.  For  instance,  these 
deadlines  would  require  that  motor  vehicle  usage  in  Los  Angeles  be 
reduced  by  as  much  as  87  percent. 

An  extensive  review  is  now  underway  within  the  executive  branch 
of  the  implications  of  court  decisions  which  require  that  EPA  act  to 
prevent  "significant  deterioration"  of  air  quality — a  requirement  that 
is  not  defined  in  either  the  law  or  court  decisions.  This  matter  has 
far-reaching  implications  for  public  policy  regarding  land  use  as  well 
as  air  quality.  Changes  in  the  law  may  thus  be  required  to  deal  with 
this  problem,  and  we  will  consult  with  the  Congress  as  appropriate . 

We  must  continue  to  assess  the  impact  of  actions  required  by  the 
Clean  Air  Act  so  that  there  will  be  a  basis  for  sound  decisions  that 
provide  an  appropriate  balance  among  our  objectives  for  environ- 
mental quality,  economic  and  social  growth,  energy  supply  and 
national  security. 

IV.  New  Administrative  Actions  and  Studies 

In  addition  to  preparing  the  legislative  proposals  above,  I  have 
directed  that  a  number  of  executive  actions  be  taken  and  additional 
legislative  studies  be  made  which  could  help  us  to  succeed  with  Project 
Independence.  Among  these  actions  are  the  following: 

OUTER    CONTINENTAL    SHELF    DEVELOPMENT 

The  undiscovered  oil  and  gas  beneath  our  Outer  Continental  Shelf 
can  provide  a  significant  portion  of  the  energy  necessary  to  make  us 
self-sufficient.  I  have  already  ordered  leasing  in  that  area  to  be  stepped 
up.  Today  I  am  directing  the  Secretary  of  the  Interior  to  increase  the 
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acreage  leased  on  the  Outer  Continental  Shelf  to  10  million  acres 
beginning  in  1975,  more  than  tripling  what  had  originally  been  planned  . 
In  later  years,  the  amount  of  acreage  to  be  leased  will  be  based  on 
market  needs  and  on  industry's  record  of  performance  in  exploring  and 
developing  leases.  In  contracting  for  leases,  the  Secretary  of  the 
Interior  is  also  to  ensure  that  the  proper  competitive  bidding  pro- 
cedures are  followed  and  that  environmental  safeguards  are  observed  . 
He  will,  in  addition,  set  up  an  interagency  program  for  monitoring  the 
environmental  aspects  of  the  new  leasing  program.  There  will  be  no 
decision  on  leasing  on  the  Outer  Continental  Shelf  in  the  Atlantic  and 
in  the  Gulf  of  Alaska  until  the  Council  on  Environmental  Quality 
completes  its  current  environmental  study  of  those  areas. 

ALASKA    PIPELINES 

In  1973,  the  Congress  passed  the  Alaskan  pipeline  bill,  allowing  the 
construction  of  a  vitally  needed  oil  pipeline.  The  Secretary  of  the 
Interior  plans  to  issue  the  construction  permit  for  that  pipeline  this 
afternoon,  and  construction  should  begin  this  year. 

It  has  long  been  clear  that  while  an  oil  pipeline  was  needed,  it  alone 
would  not  be  enough.  In  addition  to  the  huge  oil  reserves  in  the  North 
Slope  of  Alaska,  there  are  also  gas  reserves  there  of  at  least  26  trillion 
cubic  feet — enough  to  heat  10  million  homes  for  20  years.  Construction 
of  a  gas  pipeline  should  thus  accompany  the  construction  of  the  oil 
pipeline.  What  is  now  needed,  and  what  I  am  directing,  is  prompt 
action  by  the  Administration.  Interior  Secretary  Morton  expects  to 
receive  two  competing  applications  for  the  gas  pipeline  in  the  near 
future,  one  proposing  construction  across  Alaska  and  the  other  pro- 
posing construction  across  Canada.  I  have  asked  the  Secretary  to 
consider  these  proposals  carefully  but  promptly  and  to  deliver  a  rec- 
ommendation to  me  as  soon  as  possible.  I  have  also  asked  the  Secretary 
to  undertake  a  further  study  of  the  need  for  future  oil  and  gas  pipeline 
capacity  and  the  best  routes  for  new  pipelines  should  they  prove 
necessary. 

STIMULATION    OF    SYNTHETIC    FUEL    PRODUCTION 

At  current  rates  of  consumption,  our  coal  reserves  could  supply  our 
needs  for  300  years  while  shale  oil  could  satisfy  an  additional  150 
years  of  demand.  However,  these  resources  are  not  easily  recoverable, 
or  usable  in  a  manner  that  is  environmentally  acceptable.  Therefore, 
the  development  of  a  domestic  synthetic  fuels  industry — the  pro- 
duction of  oil  from  shale  and  the  production  of  gas  or  oil  from  coal — 
can  be  an  important  element  of  our  program  for  reducing  our  future 
dependence  on  energy  imports. 

The  recent  bidding  for  the  first  commercial  oil  shale  lease  indicates 
strong  commercial  interest  in  shale  oil  development.  Five  other  lease 
offerings  of  Federal  oil  shale  lands  will  be  made  this  year.  Several 
companies  have  also  announced  plans  to  construct  plants  for  the 
production  of  commercially  usable  gas  from  coal.  Nevertheless,  a 
variety  of  factors  including  environmental,  economic,  technical,  and 
regulatory  problems  impose  constraints  on  any  major  increase  in  the 
commercial  production  and  industrial  use  of  synthetic  fuels.  I  have 
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therefore  asked  the  Administrator  of  the  Federal  Energy  Office  to 
head  up  an  interagency  evaluation  of  financial  or  economic  incentives 
or  regulatory  changes  that  may  be  needed  to  stimulate  domestic 
production. 

EVALUATING    ENERGY    EFFICIENT    PRODUCTS 

There  are  now  several  products  on  the  market  which,  if  given  wider 
use,  might  help  us  to  use  energy  more  efficiently  and  could  conceivably 
reduce  air  pollution.  Among  them  are  chemical  catalysts  and  additives, 
attachments  for  autombile  engines  and  more  efficient  heat  transfer 
devices  for  industrial  and  home  furnaces.  Previously,  these  products 
have  not  been  commercially  profitable  because  of  the  low  price  of 
fuel.  With  an  increase  in  fuel  prices,  however,  the}7  have  become  more 
attractive.  I  have  therefore  directed  the  Federal  Energy  Office  to 
collect  information  on  these  products  and  on  their  energy  efficiency. 
As  results  are  available,  we  will  publicize  them  and,  where  appro- 
priate, will  purchase  the  products  for  use  by  the  Government. 

IMPROVING    URBAN    TRANSPORTATION 

It  is  widely  recognized  now  that  the  development  of  better  mass 
transit  systems  may  be  one  of  the  key  solutions  to  both  our  energy 
and  environmental  problems.  My  budget  for  fiscal  year  1975,  which 
will  be  sent  to  the  Congress  in  the  next  two  weeks,  gives  special 
priority  to  the  improvement  of  urban  transportation,  especially  transit 
bus  fleets.  In  addition,  I  will  soon  propose  legislation  to  increase  the 
amount  and  flexibility  of  Federal  transportation  aid  which  is  available 
to  local  communities. 

ENERGY  RESEARCH  AND  DEVELOPMENT 

Nowhere  will  the  need  for  the  combined  efforts  of  industry  and 
Government  be  greater  than  in  energy  research  and  development. 
If  we  are  to  see  the  successful  culmination  of  Project  Independence, 
the  Federal  Government  must  work  in  partnership  with  American 
industry. 

For  the  last  five  years,  I  have  provided  for  a  continual  expansion  of 
our  efforts  in  energy  research  and  development.  Federal  funding  in- 
creased almost  75  percent  from  $382  million  in  fiscal  year  1970  to 
$672  million  in  fiscal  year  1973  and  was  then  raised  to  $1  billion  for 
fiscal  year  1974.  Last  June  I  announced  my  commitment  to  an  even 
more  rapid  acceleration  of  this  effort  through  a  $10  billion  Federal 
program  over  the  next  five  years,  and  I  asked  the  Chariman  of  the 
Atomic  Energy  Commission  to  develop  recommendations  for  the 
expanded  program. 

Today  I  am  announcing  that  in  fiscal  year  1975 — the  first  year  of 
my  proposed  five  year,  energy  R&D  program — total  Federal  commit- 
ment for  direct  energy  research  and  development  will  be  increased  to 
$1.8  billion,  almost  double  the  level  of  a  year  ago.  In  addition,  I  will 
be  requesting  an  increase  of  $216  million  for  essential  supporting 
programs  in  basic  and  environmental  effects  research. 

Regardless  of  short-term  fluctuations  in  the  energy  supplies,  our 
Nation  must  move  swiftly  and  steadily  on  a  course  to  self  sufficiency^. 


133 

The  private  sector  clearly  must  provide  most  of  the  money  and  the 
work  for  this  effort.  We  must  also  guard  against  Governmenl  ex- 
penditures which  merely  replace  private1  sector  investments.  But  the 
Federal  Government  does  have  a  role  to  play  in  supplementing  and 
accelerating  private  development  and  in  filling  major  technological 
gaps  where  market  incentives  are  lacking  .The  Federal  expenditures 
which  I  am  announcing  today  are  designed  to  serve  those  purposes. 

In  pursuing  our  energy  R&D  program,  we  must  maintain  balance. 
We  cannot  afford  to  direct  all  our  efforts  to  finding  long-term  solutions 
while  ignoring  our  immediate  problems,  nor  can  we  concentrate  too 
strongly  on  finding  short-range  solutions.  Our  program  must  be 
structured  to  provide  us  with  payoffs  in  the  near,  middle,  and  far 
term. 

For  the  near  term — the  period  before  1985 — we  must  develop  ad- 
vanced technologies  in  mining  and  environmental  control  that  will 
permit  greater  direct  use  of  our  coal  reserves.  We  must  speed  the 
widespread  introduction  of  nuclear  power.  And  we  must  work  to 
develop  more  efficient  energy -consuming  devices,  for  use  in  both 
home  and  industry. 

Beyond  1985,  we  can  expect  considerable  payoffs  from  our  pro- 
grams in  nuclear  breeder  reactors  and  in  advanced  technologies  for 
the  production  of  clean  synthetic  fuels  from  coal.  By  this  time,  we 
should  also  have  explored  the  potential  of  other  resources  such  as 
solar  and  geothermal  energy. 

For  the  far  term,  our  programs  in  nuclear  fusion,  advanced  breeder 
reactors,  hydrogen  generation  and  solar  electric  power  appear  to  be 
the  ultimate  keys  to  our  energy  future. 

V.  Conclusion 

Although  shortages  were  long  in  appearing,  the  energy  crisis  itself 
c  me  suddenly,  borne  by  a  tragic  war  in  the  Middle  East.  It  was  a 
blow  to  American  pride  and  prosperity,  but  it  may  well  turn  out  to 
be  a  fortunate  turning  point  in  our  history. 

We  learned,  at  a  stage  short  of  the  truly  critical,  that  we  had  allowed 
ourselves  to  become  overly  dependent  upon  foreign  supplies  of  a  vital 
good.  We  saw  that  the  acts  of  foreign  rulers,  even  far  short  of  military 
action,  could  plunge  us  into  an  authentic  crisis.  The  Arab  oil  embargo 
will  temporarily  close  some  gasoline  stations,  but  it  has  opened  our 
eyes  to  the  short-sighted  policy  we  had  been  pursuing. 

The  energy  emergency  has  shown  us  that  we  must  never  again  be 
caught  so  dependent  upon  uncertain  supplies.  It  is  a  lesson  the  Amer- 
ican people  must  and  will  take  to  heart.  By  1980,  if  we  move  forward 
with  the  proposals  I  have  outlined  today,  I  believe  we  can  place  our- 
selves in  a  position  where  we  can  be  essentially  independent  of  foreign 
energy  producers. 

America  has  half  the  world's  reserves  of  coal.  It  has  billions  of 
barrels  of  oil  in  the  ground,  as  well  as  convertible  oil  shale.  It  has  vasl 
natural  gas  reserves.  We  have  the  world's  largest  installed  nuclear 
capacity  and  half  the  world's  hydroelectric  plants.  This  represents  a 
truly  enormous  store  of  energy. 

The  United  States  also  has  the  largest  pool  of  highly  trained  scien- 
tific talent  in  the  world.  Our  managerial  skills  in  the  private  sector  are 
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enormous.  And  our  organized  facilities  for  solving  technical  problems 
in  universities,  businesses,  and  government  are  unparalleled. 

I  have  no  doubt  that  the  bringing  together  of  these  natural  and 
human  resources  can  propel  us  toward  an  era  of  energy  independence. 

It  will  take  time.  But  along  the  way  we  will  assure  that  no  groups 
of  Americans  are  better  off  because  other  groups  are  suffering.  We  will 
assure  that  the  genius  of  the  free  enterprise  system  is  maintained  and 
not  destroyed  by  its  response  to  this  crisis. 

Years  from  now,  let  us  look  back  upon  the  energy  crisis  of  the 
1970s  as  a  time  when  the  American  spirit  reasserted  itself  for  the 
lasting  benefit  of  America  and  the  world. 


The  White  House,  January  23,  1974. 
*  *  *  * 
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BACKGROUND 


On  June  4,  1971,  the  President  sent  a  message  to  Congress  on 
energy — the  first  energy  message  ever  sent  by  a  President.  Energy 
also  played  an  important  role  in  several  legislative  proposals,  state- 
ments, and  messages  during  1971  and  1972  and  early  1973. 

On  April  18,  1973,  the  President  sent  his  second  energy  message  to 
the  Congress,  a  message  outlining  comprehensive  energy  policies, 
programs,  and  legislation. 

On  June  29,  1973,  the  President  announced  a  major  energy  conserva- 
tion program,  proposed  legislation  making  major  changes  in  Federal 
energy  and  natural  resource  organization,  and  announced  plans  for  a 
$10  billion  5-year  energy  R&D  program.  He  made  additional  state- 
ments on  energy  conservation  and  R&D  in  October  1973. 

On  November  7,  November  25,  and  December  4,  1973,  and  January 
19,  1974,  the  President  made  major  statements  on  the  Nation's  energy 
crisis.  His  energy  message  today  to  the  Congress — the  first  in  this 
year's  series  of  legislative  messages — breaks  tradition  by  outlining 
legislative  requests  before  the  State  of  the  Union  Address  is  delivered. 
The  message  reports  on  the  current  energy  emergency  and  outlines 
legislation  needed  to  cope  with  that  emergency.  It  outlines  the 
Nation's  energy  program  for  the  future — Project  Independence. 
It  also  describes  urgent  legislation  now  awaiting  Congressional  action, 
outlines  new  legislative  initiatives,  administrative  actions  and  studies 
and  priority  budget  proposals  needed  to  achieve  capability  for  energy 
self-sufficiency — the  goal  of  Project  Independence. 

Report  on  the  Current  Emergency 

supply  and  demand  situation 

1973  U.S.  consumption  of  petroleum  products  was  approximately 
18  million  barrels  per  day. 
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1974  U.S.  demand  was  expected  to  reach  almost  20  million  barrels 
per  day. 

Domestic  petroleum  production  leveled  off  in  1971  at  about  11 
million  barrels  per  day  and  has  been  declining. 

Imports  of  crude  oil  and  refinery  products  have  approached  35 
percent  of  U.S.   consumption. 

The  Federal  Energy  Office's  current  estimate  of  the  1974  supply, 
demand  and  shortfall  situation  is  as  follows: 


Calendar  quarter 

1st 

2d                     3d 

4th 

20.0 

18. 1                   18.  0 

20.2 

Supply: 

Domestic. 

1  m  ports 

From  inventory 

11.2 

4.9 

1.2 

11.2                  11.2 
4.  5                     4.  6 

1-0.7               i-l.O 

11.1 
5.0 
0.7 

Total  supply 

17.3 

15.0                  14.8 

16.8 

Shortfall 

2.7 

(13.6) 

3. 1                    3.  2 
(17.0)                (17.7) 

3.4 
(16.6) 

i  Flows  to  inventory  to  build  up  for  next  winter's  drawdown. 

PROGRESS  IX  RESPONDIXG  TO  THE  CHALLENGE 

Voluntary  actions  by  private  individuals,  State  and  local  govern- 
ments, business  and  industry  have  reduced  energy  consumption;  e.g.: 

— Gasoline  consumption  during  the  month  of  December  was 
nearly  9  percent  below  expectations. 

— 19,000  homes  surveyed  in  New  England  reduced  heating  oil 
consumption  by  more  than  16  percent  over  last  year. 

— Utilities  indicate  natural  gas  consumption  has  been  reduced 
by  approximately  6  percent  from  last  year's  levels  and  consump- 
tion of  electricity  is  down  about  10  percent. 

During  the  last  quarter  of  1973,  weather  was  warmer  than  usual 
and  the  oil  embargo  was  not  totally  effective — allowing  more  imports 
than  anticipated. 

Federal  Government  actions  include : 

— Reduced  use  of  energy  by  Federal  agencies  amounting  to  a 
20.8  percent  savings  below  anticipated  demands  for  the  third 
quarter  of  1973. 

— Federal  investigators  are  seeking  out  and  ending  price  gouging 
at  gasoline  stations  and  truck  stops. 

— The  Federal  Energy  Office,  established  on  December  4,  1973, 
is  serving  as  a  focal  point  for  Federal  energy  emergency  actions. 

— A  fuel  allocation  program  has  been  put  into  effect  which  carries 
forward  the  strategy  of  giving  maximum  protection  to  economic 
growth  and  employment  and  spreading  shortages  fairly  over 
less  essential  activities.  The  allocation  program  promulgated 
on  January  15,  1974,  covers:  Propane;  Butane;  Motor  gasoline; 
Residual  fuel  oil;  Aviation  fuels;  Crude  oil  and  refinery  yield; 
Lubricants  and  other  products;  Petrochemical  feedstocks;  and 
Middle  distillates. 
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— Steps  have  been  taken  to  encourage  refineries  to  shift  production 

to  products  required  for  the  most  essential  purposes. 
— Year  round  daylight  savings  time  has  been  reins tituted. 
— National  maximum  speed  limit  of  55  miles  per  hour  has  been 

established. 
— A  standby  gasoline  rationing  system  has  been  developed  and 

published  for  comment. 
— Economic  stabilization  act  controls  have  been  revised  to  allow 

increased  prices  to  spur  domestic  production. 

PRIORITY    LEGISLATION    NEEDED    TO    MEET    THE    CURRENT    EMERGENCY 

The  President  urged  the  Congress  to  act  quickly  on  the  following 
five  proposals  for  dealing  with  the  short  term  emergency: 

Special  Energy  Act — to  provide  authority  for  mandatory 
conservation  and  rationing  and  the  temporary  relaxation  of 
certain  Clean  Air  Act  requirements. 

Windfall  Profits  Tax — of  up  to  85  percent  on  receipts  from  sale 
of  crude  oil  above  the  Cost  of  Living  Council  ceiling  price — 
would  prevent  oil  companies  from  undue  profits  during  this  time 
of  crisis. 

Job  Security  Assistance  Proposal — augmented  by  mechanisms 
to  supplement  assistance  in  areas  experiencing  unusually  large 
increase  in  unemployment. 

Mandatory  Reporting  of  Energy  Information — requiring  energy 
companies  to  report  on  inventories,  production,  cost,  and  reserves 
with  information  to  be  made  public  in  most  cases. 

Creation  of  a  Federal  Energy  Administration — to  significantly 
expand  programs  to  deal  with  the  current  energy  emergency,  and 
carry  out  major  new  activities  in  energy  resource  development, 
energy  information  and  energy  conservation. 

Program  for  the  Future:  Project  Independence 

On  November  7,  1973,  the  President  announced  the  beginning  of 
Project  Independence — a  major  effort  to  achieve  the  capability  for 
self-sufficiency  in  energy  for  the  United  States  by  1980.  Project 
Independence  includes  programs  to:  increase  energy  supplies  rapidly 
using  existing  technologies,  conserve  energy  now  and  in  the  years 
ahead,  and  develop  new  technologies  for  long  term  energy  needs 
through  R&D.  It  requires  enactment  of  legislation  now  awaiting 
Congressional  action,  new  legislative  proposals  soon  to  be  submitted, 
administrative  actions,  and  major  budget  increases. 

LEGISLATION    AWAITING    CONGRESSIONAL    ACTION 

Natural  Gas  Supply  Act — allows  competitive  pricing  of  new  gas 
supplies  and  encourages  exploration  (proposed  on  April  18,  1973). 

Naval  Petroleum  Reserves — permits  limited  production  of  oil  from 
reserve  No.  1  (Elk  Hills)  and  provides  funds  for  further  exploration 
and  development  of  reserve  No.  1  and  exploration  of  reserve  No.  4 
(Alaska).  (Proposed  on  November  7,  1973.) 
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Mined  Area  Protection  Act — would  establish  standards  to  govern 
mining  of  coal  and  other  minerals  in  surface  and  subsurface  mines. 
(Originally  requested  in  1971;  resubmitted  in  February  1973.) 

Deepwater  Port  Facilities  Act — would  authorize  the  Secretary  of  the 
Interior  to  grant  permits  for  the  construction  and  operation  of  ports 
beyond  the  three  mile  limit  (proposed  in  April  1973). 

Drilling  Investment  Credit — provides  a  credit  for  all  exploratory  drill- 
ing for  new  oil  and  gas  fields  (proposed  in  April  1973). 

NEW   LEGISLATIVE   INITIATIVES  ANNOUNCED   BY  THE   PRESIDENT 

Change  in  Law — to  eliminate  foreign  depletion  allowances  and 
modify  the  system  of  foreign  tax  credits. 

Accelerated  Nuclear  Facilities  Licensing  and  Construction — to  ex- 
pedite the  completion  of  nuclear  plants  by  separation  site  approval 
from  reactor  licensing,  encourage  the  use  of  standardized  plant  designs 
thereby  reducing  licensing  review  time,  establish  an  inventory  of 
approved  sites  to  be  used  when  needed  without  further  review. 

Mandatory  Efficiency  Labelling — would  require  labels  on  major 
appliances  and  automobiles  sold  in  the  United  States  to  indicate  their 
energy  use  and  efficiency. 

Energy  Facilities  Siting  Act — building  on  the  Electrical  Facilities 
Siting  Act  (originally  proposed  in  February  1971  and  resubmitted  in 
February  1973)  to  cover  additional  critical  energy  facilities — and  to 
establish  a  process  for  advanced  approval  of  sites  for  energy  facilities, 
provide  better  coordination  of  the  various  approvals  now  required  by 
all  levels  of  government,  and  improved  long  range  planning  for  energy 
facilities. 

Changes  in  Clean  Air  Act — including  provisions 
— immediate  amendment  in  the  Special  Energy  Act  to : 

permit  temporary  relaxation  of  deadlines  and  limitations  on 
emissions  from  stationary  sources  where  an  adequate  supply  of 
clean  energy  is  not  available;  and 

extend  1975  interim  emission  standards  for  automobiles  for 
two  additional  model  years. 
— amendments  to  remove  statutory  requirement  for  90  percent 
reduction  in  1976  automobiles  of  remission  of  oxides  of  nitrogen 
and  extend  the  deadline  for  meeting  air  quality  standards  in 
metropolitan  areas  which  would  have  to  impose  unreasonable 
transportation  controls. 

(Studies  are  underway  of  requirements  with  respect  to  preven- 
tion of  "significant  deterioration"  in  air  quality  and  balance 
among  air  quality  and  other  objectives.) 

ADMINISTRATIVE  ACTIONS  AND  STUDIES  ANNOUNCED  BY  THE  PRESIDENT 

Outer  Continental  Shelf  Leasing — Secretary  Morton  was  directed  to 
increase  acreage  leased  for  oil  and  gas  exploration  and  development  to 
ten  million  acres  beginning  in  1975  (more  than  tripling  acreage 
originally  planned)  and  to  set  up  an  interagency  program  for  moni- 
toring environmental  aspects  of  the  new  program.  No  decision  will 
be  made  on  leasing  in  the  Atlantic  OCS  or  the  Gulf  of  Alaska  until 
CEQ  completes  its  environmental  study  of  those  areas. 
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Alaska  Pipelines — Secretary  Morton  is  issuing  the  permit  for 
construction  of  the  Trans-Alaska  Pipeline.  He  was  directed  to  evaluate 
promptly  two  applications,  expected  soon,  for  a  gas  pipeline  from 
Alaska  and  to  undertake  a  study  of  the  need  for  future  oil  and  gas 
pipeline  capacity  and  routes. 

Stimulation  oj  Synthetic  Fuel  Production — FEO  Administrator 
Simon  was  directed  to  lead  an  evaluation  of  financial  or  economic 
incentives  or  regulatory  changes  that  may  be  needed  to  stimulate 
domestic  production. 

Evaluation  of  Energy  Efficiency  Products — FEO  was  directed  to 
collect  information  on  energy  efficient  products  and  publicize  findings . 

MAJOR    BUDGET    PRIORITIES    ANNOUNCED    BY    THE    PRESIDENT 

Improving  Urban  Transportation — the  President's  1975  Budget  will 
give  special  priority  to  urban  transportation,  with  greater  flexibility 
to  local  communities  in  use  of  transportation  aid. 

Energy  Research  and  Development — the  President's  1975  Budget  wil. 
provide  $1.8  billion  for  direct  energy  R&D  as  part  of  his  $10  billion, 
five  year  commitment  for  such  R&D.  The  budget  also  includes  an 
additional  $216  million  for  supporting  basic  research  and  environ- 
mental and  health  effects  research  in  1975.  Tables  showing  funding 
details  are  attached. 

— On  June  29,  1973,  the  President  announced  Federal  funding  of 
$10  billion  for  a  five-year  period  beginning  in  fiscal  year  1975. 
— On  December  1,  the  President  received  long  range  energy  R&D 
program  prepared  by  Chairman  Dixy  Lee  Ray  of  the  AEC, 
which  he  requested  her  to  do  on  June  29,  1973. 
— The  1975  budget  reflects  long  range  R&D  strategy  for  achieving 
a  capability  for  energy  self-sufficiency,  including: 

R&D  which  will  have  an  impact  in  the  near  term  (before  1985) : 

— conservation,  including  improved  efficiency; 

— increased  production  of  proven  reserves   (i.e.,  oil  and  gas 

and  nuclear) ; 

— greater  utilization  of  existing  resources  consistent  with 
environmental  protection  (e.g.,  stack  gas  cleaning  of  coal). 
R&D  which  will  have  an  impact  beginning  in  the  mid  term 
(1985  and  beyond) : 
— fossil  energy  (e.g.,  coal) ; 
— nuclear  fission  energy  (e.g.,  advanced  converter  and  breeder 

reactors) . 

R&D   directed   at  finding  permanent  means   to   maintaining 
energy  self-sufficiency : 
— nuclear  fusion; 
— sokr  energy. 
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-In  pledging  to  increase  Federal  energy  R&D,  the  President  an- 
nounced that  he  anticipates  the  private  sector  will  continue  to 
increase  its  own  energy  R&D  efforts  and  that  the  Federal  govern- 
ment will  assist  in  supplementing  and  accelerating  these  private 
efforts. 

-The  1975  budget  includes  the  following  specific  program  levels  for 
Energy  R&D: 

$427  million  for  coal  R&D— an  increase  of  $262  million  or  160 
percent  over  1974 — for  liquefaction,  low  and  high  BTU  gasifica- 
tion, advanced  combustion,  and  improved  coal  extraction  and 
reclamation  techniques. 

$725  million  for  nuclear  fission  R&D — an  increase  of  $194  mil- 
lion or  36  percent  over  fiscal  year  1974 — with  continued  primary 
emphasis  on  the  Liquid  Metal  Fast  Breeder  Reactor,  which  is 
being  increased  by  $116  million  over  1974;  plus  a  $34  million  in- 
crease in  the  development  of  advanced  converters  and  alternative 
breeder  technologies,  and  an  additional  $18  million  for  reactor 
safety  research  and  radioactive  waste  management. 

$42  million  for  improved  oil  and  gas  recovery  methods,  re- 
source assessment  and  oil  shale  development — an  increase  of  $23 
million  or  119  percent  over  1974. 

$16  million  for  energy  conservation — an  increase  of  $51  mil- 
lion or  79  percent  over  1974 — for  an  expanded  program  to 
improve  efficiency  in  energy  utilization  in  the  areas  of  electric 
transmission  and  distribution,  energy  storage,  conversion  of 
wastes,  and  advanced  energy  conversion  systems,  and  to  reduce 
energy  waste. 

$179  million  for  environmental  control  technology — an  addi- 
tional $113  million  or  171  percent  over  1974 — for  accelerating 
completion  of  the  development  of  reliable  and  efficient  technolo- 
gies to  facilitate  wide  spread  utilization  of  sulfur  oxide  (SOx) 
removal  technology  in  the  next  few  years  and  to  accelerate  the  de- 
velopment of  more  advanced  technologies  for  controlling  other 
pollutants  in  the  future. 

$45  million  for  geothermal  energy  development — an  increase  of 
$34  million  or  300  percent  over  1974 — including  resource  explo- 
ration and  appraisal,  development  of  power  generation  technology 
and  study  of  environmental  impacts. 

$50  million  for  solar  energy — an  increase  of  $36  million  or  257 
percent  over  1974 — including  R&D  on  heating  and  cooling  of 
buildings  and  more  advanced  technologies  for  central  station 
power  generation. 

$169  million  for  nuclear  fusion — an  additional  $68  million  or  68 
percent  over  1974 — to  accelerate  current  research  efforts  in  mag- 
netic confinement  and  laser  fusion. 


24-112   O  -  78  -  10 
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FEDERAL  ENERGY  RESEARCH  AND  DEVELOPMENT  PROGRAM,  JAN.  23,  1974 
[Dollars  in  millions  and  fiscal  years) 


Program  area 


Program  level  (obligations) 


1973 


1974 


1975 


Percent 

change  Estimated 

from  total 

1974-75  1975-79 


18.7 

19.1 

41.8 

+119 

400 

.3 

4.5 
3.2 
10.7 

3.0 
5.0 
2.3 
8.8 

17.0 
13.1 
3.0 
8.6 

+467  .. 

+162  :. 

+30  .. 

-1  .. 

85.1 

164.4 

426.7 

+160 

2,900 

1.  Conservation $32.2  $65.0  $115.7 

a.  End  use  (residential  and  commercial) 15.0  15.0 

b.  Improved  efficiency  (transmission) 2.9  5.0  18.8 

c.  Improved  efficiency  (conversion) 6.5  15.9  29.8 

d.  Improved  efficiency  (storage) 1.6  2.9  6.4 

e.  Automotive 7.4  14.2  23.7 

f.  Other  transportation 13.8  13.0  22.0 

2.  Oil,  gas,  and  shale 

a.  Production 

b.  Resource  assessment 

c.  Oil  shale 

d.  Related  programs 

3.  Coal 

a.  Mining 7.5  55.0 

b.  Mining  health  and  safety 2.28  28.3  31.0 

c.  Direct  combustion 1.5  15.9  36.2 

d.  Liquefaction 11.0  45.5  108.5 

e.  Gasification  (high  Btu) » 32.5  33.0  65.3 

f.  Gasification  (low  Btu) 4.6  21.3  50.7 

g.  Synthetic  fuels  pioneer  program 50.0 

n.  Resource  assessment 1.0  1.2  1.9 

i.   Other  (including  common  technology) 4.6  11.7  28.1 

4.  Environmental  control 38.4  65.5  178.5 

a.  NeartermSOx 19.0  39.9  82.0 

b.  Advanced  SO,... 4.0  12.0 

c.  Other  fossil  fuel  pollutants  (including  NOx,  particu- 

lates)  8.8  13.1  57.0 

d.  Thermal  pollution .6  1.5  18.5 

e.  Automotive  emissions 10.0  7.0  9.0 

5.  Nuclear  fission 406.5  530.5  724.7 

a.  LMFBR 253.7  357.3  473.4 

b.  Other  breeders  (GCFBR  &  MSBR) 5.6  4.0  11.0 

c.  HTGR 7.3  13.8  41.0 

d.  LWBR 29.5  29.0  21.4 

e.  Reactor  safety  research.. 38.8  48.6  61.2 

f.  Waste  management 3.6  6.2  11.5 

g.  Uranium  enrichment 50.3  57.5  66.0 

n.  Resource  assessment.. 2.8  3.4  10.4 

i.  Other  (including  advanced  technology) 14.9  10.7  28.8 

6.  Nuclear  fusion 7478  lOlTl  168.6 

a.  CTR 39.7  57.0  102.3 

b.  Lasers 35.1  44.1  66.3 

7.  Other 1675  537i  154.5 

a.  Solar 4.0-  13.8    .       5O.0 

b.  Geothermal 4.4  10.9  44.7 

c.  Systems  studies 7.2  17.3  30.0 

d.  Miscellaneous .9  11.5  29.8 

Total,  direct  energy  R.&D 672.2  ml  1,810.5 

ADDITIONAL  FUNDS  FOR  SUPPORT  PROGRAMS 

1.  Environmental  and  health  effects  research +133.7 

2.  Basic  research  and  manpower  development +82.3 

Total,  additional  funds  for  support  programs +216.0 


+78 


$700 


+276 
+100 
+121 

+67 

+69 

^119~ 

-467 

-162 

+30 

-1 

^160~ 

+633 

+10  

+128 

+138 

+98 

+138  

+58 ":::::::::: 

+140 

+173  800 

+174 

+200     

+335 

+1,133 

+29 

+37  4T000 

+33 

+175 

+197 

-26 

+26 

+  85 

-M5 

+206 

+169 

+67  1,600 

+79 

+50 - 

+189  900 

+262 

+310 

+73 

+159 

+81         11,300 


1  Funds  for  high  Btu  gasification  in  Office  of  Coal  Research  Budget  do  not  include  trust  fund  amounts. 
3  Includes  amounts  for  laser  fusion  directed  toward  military  applications. 


Richard  Nixon. 


The  White  House,  January  28,  1974. 
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Remarks  of  the  President  Accompanying  His  Energy  Message 

to  the  Congress 

January  23,  1974 


The  energy  crisis  is  now  touching  the  lives  of  millions  of  Americans 
and  just  as  the  people  of  this  country  are  doing  their  part  to  meet  this 
crisis,  now  it  is  time  for  the  Federal  Government,  your  Government, 
to  do  its  part  by  enacting  legislation  that  will  accomplish  these  goals. 

In  a  meeting  with  the  legislative  leaders  this  morning,  I  set  forth 
these  primary  objectives  that  I  consider  to  be  of  the  highest  priority 
for  the  Congress  as  it  begins  its  new  session. 

First,  we  must  protect  the  jobs  of  American  workers.  Second,  we 
must  prevent  price  gouging  when  you  buy  gas  for  your  car  and  heating 
oil  for  your  home.  Third,  we  will  compel  the  oil  companies  and  other 
energy  producers  to  provide  the  public  with  complete  information 
on  their  supplies.  And  we  will  prevent  them  from  making  windfall 
profits  as  a  result  of  the  sacrifices  that  you  are  making. 

Today,  I  asked  the  Congress  to  enact  over  15  different  legislative 
measures  which  will  accomplish  these  goals.  In  the  next  few  weeks, 
I  will  be  sending  up  additional  proposals  to  get  this  job  done.  This 
legislation  is  urgently  needed  to  meet  the  current  crisis  and  to  assure 
that  we,  the  United  States,  can  become  self-sufficient  in  energy  by 
1980  and  not  be  dependent  upon  any  other  country  for  our  energy 
needs. 

For  several  weeks  now,  millions  of  Americans  have  voluntarily 
accepted  sacrifices  in  their  comfort  and  convenience  so  that  no  Ameri- 
can would  suffer  hardship  because  of  the  energy  crisis. 

It  is  that  sacrifice  that  has  helped  us  to  get  through  this  emergency 
so  far.  If  that  kind  of  cooperation  by  millions  of  Americans  continues, 
it  means  that  we  can  help  to  avoid  gas  rationing  this  spring. 

Richard  Nixon. 

The  White  House,  January  23,  1974. 


VETO  OF  THE  ENERGY  EMERGENCY  ACT 


March  6,  1974 


To  the  Senate  of  the  United  States: 

It  is  with  a  deep  sense  of  disappointment  that  I  return  the  Energy 
Emergency  Act  to  the  Congress  without  my  approval. 

Four  almost  four  months  the  Congress  has  considered  urgently 
needed  legislation  to  deal  with  the  Nation's  energy  problem.  After 
all  the  hearings  and  speeches,  all  the  investigations,  accusations  and 
recriminations,  the  Congress  has  succeeded  only  in  producing  legisla- 
tion which  solves  none  of  the  problems,  threatens  to  undo  the  progress 
we  have  already  made,  and  creates  a  host  of  new  problems. 

I  share  the  sense  of  frustration  and  discouragement  which  must  be 
felt  by  the  many  conscientious  legislators  who  spent  so  many  laborious 
hours  trying  to  draft  a  responsible  bill,  only  to  see  their  efforts  wasted. 

Rolling  Back  Gas  Supplies 

The  Energy  Emergency  Act  would  set  domestic  crude  oil  prices 
at  such  low  levels  that  the  oil  industry  would  be  unable  to  sustain 
its  present  production  of  petroleum  products,  including  gasoline.  It 
would  result  in  reduced  energy  supplies,  longer  lines  at  the  gas  pump, 
minimal,  if  any,  reduction  in  gasoline  prices,  and  worst  of  all,  serious 
damage  to  jobs  in  America.  Unemployment  would  go  up,  and  incomes 
would  go  down. 

Certainly  everyone  shares  the  goal  of  increasing  energy  supplies, 
and  our  present  policies  are  directed  toward  this  end. 

We  now  have  a  system  for  controlling  crude  oil  prices  at  a  level 
consistent  with  maintaining  and  increasing  production.  To  do  this, 
we  are  permitting  higher  prices  for  'new'  crude  oil  in  order  to  encourage 
greater  domestic  production. 

Our  experience  in  administering  the  crude  oil  allocation  program 
passed  by  the  Congress  last  fall  has  shown  how  difficult  it  can  be  if 
enough  flexibility  is  not  provided  by  statute.  It  is  our  hope  that  we 
can  work  with  the  Congress  in  the  coming  weeks  to  develop  a  more 
flexible  allocation  program. 

The  net  effect  of  the  price  provision  of  the  Energy  Emergency  Act 
would  be  to  cut  the  supply  of  gasoline  and  other  oil  products,  and 
make  compulsory  rationing  of  gasoline  much  more  likely.  I  am  sure 
the  vast  majority  of  Americans  want  to  avoid  an  expensive  gasoline 
rationing  program  which  would  do  nothing  to  increase  the  supply, 
would  cost  $1.5  billion  a  year  to  manage,  would  require  a  bureaucracy 
of  as  many  as  17,000  people,  and  would  create  problems  of  fair  ess  and 
enforcement. 
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The  rollback  would  not  only  cut  domestic  oil  production,  but  would 
also  retard  imports  since  in  the  present  environment  oil  companies 
are  reluctant  to  import  oil  and  gasoline  that  would  have  to  be  sold  at 
prices  far  above  the  domestic  prices. 

Further,  the  effects  of  the  price  rollback  would  not  be  confined  to 
the  immediate  situation.  The  longer-run  consequences  could  be  even 
more  serious.  If  we  are  to  achieve  energy  independence,  hundreds  of 
billions  of  private  dollars  will  have  to  be  invested  in  the  development 
of  energy  from  U.S.  sources.  This  money  will  not  be  invested  if 
investors  do  not  have  reasonable  assurance  of  being  able  to  earn  a 
return  in  the  marketplace.  To  make  the  price  of  oil  a  political  football, 
as  this  act  does,  would  be  a  serious  setback  for  Project  Independence. 

As  we  call  upon  industry  to  provide  these  supplies,  I  feel  very 
strongly  that  we  must  also  insure  that  oil  companies  do  not  benefit 
excessively  from  the  energy  problem.  I  continue  to  believe  that  the 
most  effective  remedy  for  unreasonably  high  profits  is  the  windfall 
profits  tax  which  I  have  proposed.  That  tax  would  eliminate  unjust 
profits  for  the  oil  companies,  but  instead  of  reducing  supplies,  it  would 
encourage  expanded  research,  exploration  and  production  of  new 
energy  resources.  The  Congress  is  holding  hearings  on  this  proposal, 
and  I  hope  it  will  move  rapidly  toward  passage.  I  urge  the  Congress  to 
enact  this  windfall  profits  tax  as  quickly  as  possible. 

Objectionable  Program  for  Unemployment 

Beyond  the  rollback  provision,  the  Energy  Emergency  Act  is  also 
objectionable  because  it  would  establish  an  unworkable  and  inequitable 
program  of  unemployment  payments.  Under  it,  the  Government 
would  be  saddled  with  the  impossible  task  of  determining  whether  the 
unemployment  of  each  of  the  Nation's  jobless  workers  is  "energy 
related."  In  addition,  eligibility  for  these  benefits  would  not  take  into 
account  the  availability  of  jobs  in  the  area.  There  is  no  excuse  for 
shoveling  out  the  taxpayer's  money  under  a  standard  so  vague  and  in  a 
fashion  so  arbitrary. 

The  correct  answer  to  the  problem  of  those  who  become  temporarily 
unemployed  for  any  reason,  energy  or  otherwise,  is  to  strengthen  our 
regular  unemployment  insurance  program,  extend  it  to  workers  not 
now  covered,  and  provide  additional  benefits  to  those  who  lose  jobs 
in  areas  where  high  unemployment  rates  show  that  other  jobs  will 
be  hard  to  find.  I  asked  the  Congress  to  strengthen  and  extend  the 
unemployment  insurance,  system  last  year.  I  recently  expanded  this 
request  to  provide  additional  benefits  in  areas  of  high  unemployment. 

I  urge  the  Congress  to  enact  this  latest,  expanded  proposal. 

Low  Interest  Loans 

In  addition,  this  legislation  contains  authority  for  the  Department 
of  Housing  and  Urban  Development  and  the  Small  Business  Adminis- 
tration to  make  low  interest  loans  to  homeowners  and  small  businesses 
to  finance  insulation,  storm  windows  and  heating  units.  If  every 
eligible  homeowner  and  small  businessman  took  advantage  of  this 
section,  the  result  could  be  an  outlay  for  federally-guaranteed,  low 
interest  loans  of  many  billions  of  dollars.  The  actual  energy  savings 
produced  by  these  vast  expenditures  would  not  justify  such  an  enor- 
mous loan  program. 
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Facing  up  to  Our  Needs 

The  energy  shortage  has  been  a  pressing  problem  for  the  American 
people  for  several  months  now.  We  have  made  every  effort  to  soften 
the  impact  of  this  problem.  We  have  come  through  this  winter 
without  serious  hardship  due  to  heating  oil  shortages.  We  have  tried 
to  distribute  gasoline  shortages  equally.  Many  are  concerned  about 
rising  costs  of  such  energy  supplies  as  propane,  and  we  have  taken 
action  to  reduce  these  prices  while  continuing  to  increase  supplies. 
Above  all,  we  have  tried  to  insure  that  basic  industries  would  not  be 
severely  affected  and  that  unemployment  due  to  the  energy  shortage 
would  be  kept  to  a  minimum.  We  have  been  largely  successful  in 
these  endeavors.  But  we  must  be  able  to  approach  this  situation  in  a 
systematic  fashion  that  aims  not  at  symptoms,  but  at  solutions  to  the 
problem  itself. 

The  time  has  passed  for  political  debate  and  posturing  that  raise 
false  hopes.  It's  time  for  all  of  us  to  face  up  to  this  problem  with  a 
greater  sense  of  realism  and  responsibility. 

Unfortunately,  there  are  some  who  have  chosen  to  capitalize  on  the 
Nation's  energy  problems  in  an  effort  to  obtain  purely  political  bene- 
fits. Regrettably,  the  few  who  are  so  motivated  have  managed  to 
produce  the  delays,  confusion,  and  finally  the  tangled  and  ineffective 
result  which  is  before  me  today.  The  amendments,  counter-amend- 
ments, and  parliamentary  puzzles  which  have  marked  the  stumbling 
route  of  this  bill  through  the  Congress  must  well  make  Americans 
wonder  what  has  been  going  on  in  Washington  while  they  confront 
their  own  very  real  problems.  We  must  now  join  together  to  show  the 
countrv  what  good  government  means. 

We  need  the  authority  to  require  energy  conservation  measures. 
We  need  the  direct  authority  to  ration  gasoline  if,  and  only  if,  ration- 
ing becomes  necessary,  which  it  has  not.  We  need  the  authority  to 
require  conversion  of  power  plants,  where  possible,  to  permit  the 
use  of  our  abundant  coal  reserves.  We  need  a  wdl-oonceived  Federal 
Energy  Administration  capable  of  managing  na  ional  energy  pro- 
grams and  not  the  woefully  inadequate  Federal  Energy  Emergency 
Administration  mandated  in  S.  2589. 

We  must,  above  all  else,  act  to  increase  our  supplies  of  energy. 
To  meet  this  important  goal,  I  have  submitted  to  the  Congress  a 
comprehensive  package  of  legislative  initiatives  which  I  have  re- 
peatedly urged  the  Congress  to  pass.  I  have  offered  every  possible 
kind  of  cooperation  with  the  Congress  in  shaping  this  vital  legislation. 

In  addition  to  my  requests  for  a  windfall  profits  tax  and  unem- 
ployment insurance  plan,  the  Congress  has  many  other  Administra- 
tion proposals  before  it,  including: 

— Mandatory  reporting  of  energy  information,  a  proposal  which 
requires  energy  companies  to  report  on  inventories,  production, 
cost,  and  reserves  with  information  to  be  made  public  in  most 
cases. 

— The  Natural  Gas  Supply  Act  to  allow  competitive  pricing  of 
new  gas  supplies  and  encourage  exploration. 

— A  resolution  permitting  limited  production  of  oil  from  Naval 
Petroleum  Reserve  No.  1  (Elk  Hills)  and  providing  funds  for 
further  exploration  and  development  of  Reserve  No.  1  and 
exploration  of  Reserve  No.  4  (Alaska). 
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— The   Mined   Area   Protection  Act,   establishing  standards   that 
would  permit  mining  of  coal  to  go  forward  while  minimizing 
environmental  impact. 
— The  Deepwater  Port  Facilities  Act,  authorizing  the  Secretary 
of  the  Interior  to  grant  permits  for  the  construction  and  operation 
of  ports  beyond  the  three-mile  limit. 
— The  Minerals  Leasing  Act,  placing  all  mineral  exploration  and 
mining  activities  on  Federal  lands  under  a  modernized  leasing 
system. 
— A  drilling  investment  tax  credit  to  provide  an  incentive  for  ex- 
ploratory drilling  for  new  oil  and  gas  fields. 
— Creation  of  a  Federal  Energy  Administration  to  deal  with  the 
current  energy  problem  and  to  carry  out  major  new  activities 
in  energy  resource  development,  energy  information  aid  energy 
conservation. 
— Creation  of  an  Energy  Research  and  Development  Administra- 
tion to  provide  a  central  agency  for  Federal  energy  research  and 
development  programs. 
— Creation  of  a  Department  of  Energy  and  Natural  Reseourcs  to 
provide    a    new    Cabinet    department    for    the    comprehensive 
management  of  energy  and  natural  resource  programs. 
Further  key  measures  will  be  proposed  to  the  Congress  in  the  very 
near  future,  including  a  set  of  amendments  to  our  environmental 
legislation   that  would  provide  the  flexibility  necessary  to   acquire 
and  use  our  fuel  resources  most  efficiently  in  times  of  shortage.  I  will 
continue  to  propose  legislative  initiatives  in  order  to  respond  to  the 
changing  needs  and  priorities  generated  by  the  energy  problem. 

In  enacting  this  Energy  Emergency  Act  after  long  months  of 
waiting  by  the  American  people,  the  Congress  has  sadly  failed  in  its 
responsibility.  I  believe  the  Nation  expects  better.  It  deserves  better. 
In  returning  this  bill,  I  pledge  once  again  the  full  cooperation  of 
my  Administration  in  the  effort  to  provide  energy  legislation  which 
is  responsive  to  the  problems  we  face  and  responsible  in  its  impact 
on  the  economy  and  on  the  American  people. 

Richard  Nixon. 
The  White  House,  March  6,  1974. 


STATEMENT  OF  THE  PRESIDENT  ON   CONSERVING 

ENERGY 


April  19,  1974 


At  a  time  when  all  Americans  are  being  asked  to  conserve  energy, 
it  is  imperative  that  their  Government  set  an  example  in  this  effort. 
I  have  established  energy  conservation  goals  for  Federal  departments 
and  agencies  which  are  even  more  ambitious  than  those  being  asked 
of  the  general  public.  The  results  thus  far  have  been  most  encouraging. 
We  must  provide  the  same  responsible  Government  leadership  to  the 
use  of  land  and  other  natural  resources  in  meeting  our  energy  needs. 

In  my  January  23,  1974  Energy  Message  to  the  Congress,  I  stressed 
again  the  necessity  for  streamlining  the  site  selection  process  for 
energy  facilities.  The  availability  of  potential  sites,  of  course,  resolves 
around  the  general  issue  of  land  use.  Therefore,  on  the  basis  of  recom- 
mendations by  the  Federal  Property  Council,  I  am  announcing  three 
actions  to  be  implemented  in  a  manner  consistent  with  applicable 
environmental  laws  and  zoning  regulations,  which  will  insure  that  our 
Nation's  energy  requirements  are  considered  in  Federal  land  use 
decisions. 

First,  I  am  directing  the  Administrator  of  the  General  Services 
Administration  to  review  all  pertinent  Federal  regulations  to  determine 
the  need  for  amendments  ensuring  that  GSA  and  the  Federal  agencies 
and  departments  consider  energy  implications  in  building  design, 
building  management,  land  acquisition  and  land  disposal  actions. 
Working  with  the  Federal  Energy  Office  and  other  appropriate 
agencies,  GSA  shall  submit  proposed  amendments  within  90  days  to 
the  Federal  Property  Council  for  review. 

Second,  I  am  directing  the  Administrator  of  the  General  Services 
Administration  to  consider  the  need  for  energy  sites  for  power  plants, 
storage  areas,  or  refineries  in  the  disposal  of  surplus  Federal  property 
under  existing  laws  and  regulations.  The  need  for  energy  sites  should 
be  given  careful  consideration  as  an  end  use  objective  for  the  sale 
of  surplus  Federal  land  at  fair  market  value. 

Third,  I  am  directing  the  Chairman  of  the  Federal  Property 
Council,  upon  receiving  from  the  Administrator  of  the  Federal 
Energy  Office  an  assessment  of  the  supply  and  demand  factors  of 
energy  facilities  in  both  the  short  and  long  run,  to  initiate  a  study 
to  determine  what  other  initiatives  the  Federal  Government  might 
take  to  (a)  identify  potential  energy  sites  on  Federal  land,  and  (b) 
investigate  the  feasibility  of  using  such  sites  for  energy  purposes. 

This  new  initiative  will  become  an  integral  part  of  Project  Inde- 
pendence. The  Federal  Property  Councils  leadership  has  been  out- 
standing in  the  Legacy  of  Parks^  program,  through  which  400  surplus 
Federal  properties  covering  62,000  acres  have  been  made  available 
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for  parks  and  recreation.  I  am  confident  that  the  Council,  working 
with  the  other  agencies,  can  build  on  this  experience  and  play  an 
important  role  in  our  national  effort  to  achieve  the  capability  for 
energy  self-sufficiency. 

Richard  Nixon. 
The  White  House,  April  19,  1974- 


STATEMENT  OF  THE  PRESIDENT  ON  SIGNING  OF  THE 
FEDERAL  ENERGY  ADMINISTRATION  ACT  OF  1974 


May  7,  1974 


Today  marks  another  important  step  in  our  journey  toward  inde- 
pendence in  energy. 

Five  months  ago,  when  the  Nation  was  still  in  the  grips  of  the  energy 
crisis,  I  set  up  the  Federal  Energy  Office  on  a  temporary  basis  to  deal 
with  our  most  immediate  problems.  I  also  proposed  legislation  to 
create  an  agency  to  carry  on  the  activities  of  the  FEO  on  a  con- 
tinuing basis. 

The  FEO,  under  the  leadership  of  William  Simon  and  John  Sawhill, 
has  been  highly  effective  in  allocating  scarce  fuel  supplies,  in  encourag- 
ing consumer  conservation,  and  in  initiating  a  new  look  at  our  energy 
demands  in  the  future. 

It  has  become  increasingly  apparent  during  the  short  life  span  of 
the  Federal  Energy  Office  that  its  activities  should  be  placed  on 
firmer  footing.  I  therefore  take  special  pleasure  today  in  signing  in 
to  law  the  Federal  Energy  Administration  Act  of  1974,  creating  a 
new,  independent  agency,  the  Federal  Energy  Administration,  which 
will  replace  the  Federal  Energy  Office.  I  congratulate  the  Congress 
on  the  passage  of  this  measure  and  particularly  the  leaders  who  were 
responsible  for  managing  the  bill. 

The  new  energy  agency — FEA,  as  it  will  be  called — will  provide  a 
more  firmly  based  organization  to  carry  out  the  responsibilities  of  the 
FEO  through  June  30,  1976,  including: 

— fuel  allocation  and  pricing  regulation; 

— energy  data  collection  and  analysis;  and 

— broad  energy  planning  with  particular  emphasis  on  energy  con- 
servation and  expansion  of  energy  supplies. 

As  a  first  priority,  I  have  directed  FEA  to  work  with  other  Govern- 
ment agencies  to  prepare  a  comprehensive  plan  for  achieving  the  goals 
of  Project  Independence — the  capacitv  for  energv  self-sufficiency  by 
1980. 

The  creation  of  the  Federal  Energy  Administration  is  an  important 
accomplishment,  but  we  should  recognize  that  by  no  stretch  of  the 
imagination  have  we  yet  overcome  the  energy  challenge.  There  are 
now  disturbing  indications  that  with  the  passage  of  the  immediate 
crisis — a  crisis  that  we  weathered  much  better  than  the  critics  ever 
expected — many  Americans  believe  that  good  conservation  habits 
can  be  forgotten. 

We  need  continued  conservation  and  major  new  initiatives  to  ex- 
pand our  energy  supplies  for  the  future.  We  must  get  on  with  the 
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actions  that  are  needed  to  meet  the  goals  of  Project  Independence — to 
reduce  the  vulnerability  of  the  United  States  to  threats  from  other 
nations  arising  from  our  growing  dependence  upon  foreign  sources 
of  energy. 

The  Nation  is  fortunate  in  having  abundant  energy  resources.  Now, 
with  the  help  of  the  Congress,  we  must  act  to  accelerate  the  develop- 
ment of  those  resources.  Private  industry  is  already  moving  ahead 
with  investments  to  .increase  the  production  of  coal,  oil  and  natural 
gas.  The  Government  can  assist  by  removing  obstacles  to  efficient 
energy  production. 

The  FEA,  working  with  other  Federal  agencies,  will  make  an  im- 
portant contribution  to  these  efforts.  Federal  agencies  are  encouraging 
new  methods  of  producing  energy  such  as  the  commercial  use  of 
geothermal  energy  and  oil  from  our  vast  oil  shale  reserves.  Further, 
we  are  supporting  research  and  development  to  find  new  and  better 
ways  of  using  our  abundant  coal  resources  and  to  capture  the  benefits 
of  solar  energy  and  nuclear  fusion.  These  efforts  will  be  expanded  if 
the  Congress  provides  the  greatly  increased  funding  I  have  requested 
for  fiscal  year  1975. 

But  still  more  remains  to  be  done  by  the  Congress  and  the  Nation 
if  we  are  to  bring  energy  supplies  and  demand  into  balance.  There 
are  now  16  key  Administration  proposals  awaiting  action  on  Capitol 
Hill,  some  of  them  for  as  long  as  three  years.  These  measures  are 
vital  to  both  the  conservation  of  energy  and  the  expansion  of  supplies, 
and  I  urge  once  again  that  the  Congress  move  forward  more  swiftly 
in  acting  on  these  bills. 

As  witnessed  by  the  enactment  of  the  Federal  Energy  Administration 
Act,  we  are  making  encouraging  headway  on  the  organizational  front. 
I  am  also  pleased  to  note  that  the  Senate  Government  Operations 
Committee  is  moving  ahead  with  favorable  action  on  the  proposal  I 
submitted  last  June,  and  which  the  House  of  Representatives  passed 
in  December,  to  create  an  Energy  Research  and  Development  Ad- 
ministration. This  new  organization,  ERDA,  would  spearhead  the 
Nation's  extensive  R&D  efforts  in  energy. 

I  would  urge  similar  speed  on  bills  that  would  greatly  expand  our 
domestic  supplies. 

One  proposal  of  particular  importance  is  the  Natural  Gas  Supply 
Act  which  I  sent  to  the  Congress  in  April  of  1973.  This  act  would 
replace  the  current,  outmoded  system  of  Federal  price  regulation 
with  the  competitive  pricing  of  new  natural  gas.  The  existing  system 
encourages  inefficient  use  and  waste  of  natural  gas  and  destroys  the 
incentive  for  the  exploration  and  development  which  would  make  new 
natural  gas  supplies  available. 

I  have  also  proposed  legislation,  the  Mired  Area  Protection  Act, 
which  would  allow  mining  of  coal  and  other  minerals  to  proceed  with 
reasonable  environmental  protection  and  reclamation  requirements. 
This  legislation  has  been  awaiting  action  since  1971.  Legislation  is 
needed  which  does  not  restrict  coal  production  in  unnecessary  and 
arbitrary  ways,  but  instead  permits  development  in  a  manner  which 
balances  environmental  considerations  with  our  energy  requirements. 
The  legislation  presently  active  in  Congress  in  this  area  does  not  meet 
these  needs. 

This  Administration  has  also  made  important  proposals  regarding 
the  construction  of  deepwater  ports,  labelling  of  appliances  and  auto- 
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mobiles  for  energy  efficiency,  the  revision  of  nuclear  power  plant 
licensing  procedures,  and  other  actions  which  would  relieve  our 
Nation's  energy  problems  in  the  years  ahead. 

We  have  also  proposed  a  series  of  changes  in  the  tax  laws  which 
would  recapture  the  windfall  profits  that  are  possible  in  a  period  of 
energy  shortage,  and  would  give  incentives  to  search  for  new  energy 
sources  at  home  rather  than  abroad. 

All  of  these  measures  are  important.  The  American  people  this 
winter  showed  that  they  had  the  spirit  to  face  the  energy  challenge. 
Now  it  is  up  to  the  Government  to  show  that  it  can  provide  leadership 
in  the  same  spirit.  I  welcome  the  Federal  Energy  Administration  Act 
as  a  major  step  in  the  right  direction. 


The  White  House,  May  7,  1974- 
*  *  *  * 

Fact  Sheet 
May  7,  1974 


Richard  Nixon. 


THE  FEDERAL  ENERGY  ADMINISTRATION  ACT  OF  1974 

The  President  today  is  signing  legislation  establishing  the  Federal 
Energy  Administration. 

Background 

On  December  4,  1973,  the  President,  by  Executive  Order,  created 
the  Federal  Energy  Office  (FEO)  on  a  temporary  basis  to  lead  the 
national  effort  to  respond  to  the  energy  crisis  caused  by  the  Mideast 
oil  embargo  and  production  cutbacks.  At  that  time,  the  President  also 
asked  for  legislation  to  create  a  Federal  Energ}^  Administration  (FEA) , 
to  carry  out  the  activites  of  FEO  on  a  continuing  basis. 

The  FEO  bill  is  the  second  major  Administration  energy  proposal  on 
which  Congress  has  completed  action.  The  Alaskan  Pipeline  bill  was 
signed  by  the  President  on  November  16,  1973. 

The  Federal  Energy  Administration 

1  he  Federal  Energy  Administration  will  replace  the  Federal  Energy 
Office  and  will  be  reasponsible  for  carrying  out  the  responsibilities  of 
the  FEO  in  the  following  areas: 

— Fuel  allocation  and  petroleum  pricing  regulation; 

— Energy  data  collection  and  analysis; 

— Energy  planning  for  Project  Independence;  and 

— Energy  conservatijn. 

The  FEA  is  expected  to  be  formally  in  place,  replacing  FEO,  by 
June  30.  (The  bill  allows  60  days  for  implementation.) 

The  functions  being  transferred  to  FEA  include  those  formerly  in : 

— The  Department  of  the  Interior: 

—  Office  of  Petroleum  Allocation; 

—  Office  of  Energy  Data  and  Analysis; 

—  Office  of  Oil  and  Gas;  and 

—  Office  of  Energy  Conservation. 

— The  Cost  of  Living  Council :  Energy  Division. 
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As  a  first  priority,  the  President  has  directed  that  FEA  work  with 
other  Government  agencies  (e.g.,  Department  of  the  Interior,  Atomic 
Energy  Commission)  to  prepare  a  comprehensive  plan  for  achieving 
the  goals  of  Project  Independence — the  capacity  for  energy  self-suffi- 
ciency by  1980. 

Administration  Energy  Proposals  Awaiting  Congressional  Action 

Sixteen  additional  energy  legislative  proposals  are  awaiting  Con- 
gressional action.  These  include,  for  example,  the  following: 

— Creation  of  an  Energy  Research  and  Development  Administra- 
tion (ERDA)  to  lead  the  Nation's  extensive  energy  R&D  efforts 
(this  bill  has  passed  the  House  last  December  and  is  now  moving 
through  the  Senate  Government  Operations  Committee). 

— The  Natural  Gas  Supply  Act  of  1974  which  would  allow  competi- 
tive pricing  of  new  natural  gas  and  thereby  encourage  exploration 
and  development  of  domestic  natural  gas  resources. 

— The  Mined  Area  Protection  Act  which  would  allow  mining  of  coal 
and  other  minerals  to  proceed  with  reasonable  environmental 
protection  and  reclamation  requirements. 

— The  Deepwater  Ports  Facilities  Act  which  would  authorize  the 
Secretary  of  the  Interior  to  grant  permits  for  construction,  licens- 
ing and  operation  of  ports  beyond  the  three-mile  limit. 

— Revision  of  the  nuclear  licensing  process  to  encourage  standardi- 
zation of  nuclear  plant  designs  and  early  site  review  so  as  to  reduce 
the  time  required  for  getting  plants  on  line. 

— Amendments  to  the  Clean  Air  Act,  proposed  on  March  22,  1974, 
to  relax  temporarily  certain  deadlines  and  requirements  which 
cannot  be  met  or  which  are  necessary  to  achieve  a  balance  between 
our  goals  for  improving  air  quality  and  for  assuring  an  adequate 
supply  of  energy. 

Richard  Nixon. 

The  White  House,  May  7,  1974. 


STATEMENT  BY  THE  PRESIDENT  ON  SIGNING  THE 
ENERGY  SUPPLY  AND  ENVIRONMENTAL  COORDINA- 
TION ACT  OF  1974 


June  26,  1974 


I  have  signed  H.R.  14368,  the  Energy  Supply  and  Environmental 
Coordination  Act  of  1974.  This  bill  represents  a  first  step  by  the  Con- 
gress toward  achieving  a  balance  between  our  environmental  require- 
ments and  our  energy  requirements.  While  the  Congress  has  begun 
to  address  the  complex  problem  of  reconciling  these  two  priorities,  it 
must  be  clear  that  this  step  is  only  a  beginning  and  that  more  remains 
to  be  done. 

This  bill  provides  two  principal  authorities.  First,  the  bill  amends 
the  Clean  Air  Act  by  extending  for  up  to  two  years  the  automotive 
emission  standards  that  currently  apply  to  1975  model  light-duty 
vehicles  and  engines.  This  amendment  will  provide  additional  time 
for  the  development  of  emission  control  technology  and  permit  manu- 
facturers to  focus  attention  on  improving  automobile  fuel  economy. 

Second,  the  bill  provides  authority  for  a  limited  program  to  convert 
power-plants  and  other  major  fuel-burning  installations  from  the  use 
of  petroleum  products  and  natural  gas  to  the  use  of  coal.  This  authority 
represents  a  step  in  the  right  direction,  but  it  does  not  provide  a  basis 
for  the  long  term  program  of  coal  conversion  necessary  to  achieve  our 
goal  of  developing  the  capacity  for  energy  self-sufficiency. 

As  I  indicated  to  the  Congress  in  my  January  23,  1974,  Energy 
Crisis  Message,  the  Clean  Air  Act  has  provided  the  basis  for  major 
improvements  in  air  quality,  and  we  must  continue  our  progress 
toward  even  greater  improvement.  It  has  become  clear,  however,  that 
certain  requirements  established  by  the  act  cannot  be  achieved  within 
the  deadlines  allotted  and  others  have  unacceptable  economic  and 
social  implications. 

A  thorough  review  of  the  Clean  Air  Act  was  undertaken  by  the 
appropriate  executive  branch  agencies.  Following  that  review,  EPA 
Administrator  Russell  Train  submitted  proposed  amendments  to  the 
Clean  Air  Act  to  the  Congress  on  behalf  of  the  Administration. 

Since  the  bill  that  I  have  signed  deals  in  only  a  limited  way  with  the 
problem  of  insuring  that  our  environmental  priorities  and  our  energy 
needs  are  managed  evenhandedly,  I  urge  the  Congress  to  review  the 
Administration's  proposed  amendments  and  to  act  quickly  and  favor- 
ably upon  them. 

Richard  Nixon. 

The  White  House,  June  26,  1974. 

(153) 


AGREEMENT  BETWEEN  THE  UNITED  STATES  OF 
AMERICA  AND  THE  UNION  OF  SOVIET  SOCIALIST  RE- 
PUBLICS ON  COOPERATION  IN  THE  FIELD  OF  ENERGY 


June  28,  1974 


The  United  States  of  America  and  the  Union  of  Soviet  Socialist 
Republics ; 

Attaching  great  importance  to  meeting  the  energy  needs  of  the  two 
countries,  with  proper  regard  to  the  protection  of  the  environment; 

Recognizing  that  the  development  of  cooperation  in  the  field  of 
energy  can  benefit  the  peoples  of  both  countries  and  all  mankind; 

Desiring  to  expand  and  to  deepen  the  cooperation  now  existing 
between  the  two  countries  in  the  field  of  energy  research  and 
development ; 

Recognizing  the  need  to  create  better  mutual  understanding  of 
each  country's  national  energy  programs  and  outlook; 

Convinced  that  cooperation  in  the  field  of  energy  will  contribute  to 
the  overall  improvement  of  relations  between  the  two  countries; 

In  accordance  with  and  in  development  of  the  Agreement  between 
the  Government  of  the  United  States  of  America  and  the  Government 
of  the  Union  of  Soviet  Socialist  Republics  on  Cooperation  in  the 
Fields  of  Science  and  Technology  of  May  24,  1972,  and  the  agreement 
on  Cooperation  in  the  Field  of  Environmental  Protection  between  the 
United  States  of  America  and  the  Union  of  Soviet  Socialist  Republics 
of  May  23,  1972,  as  well  as  in  accordance  with  the  Agreement  between 
the  United  States  of  America  and  the  Union  of  Soviet  Socialist 
Republics  on  Scientific  and  Technical  Cooperation  in  the  Field  of 
Peaceful  Uses  of  Atomic  Energy*  of  June  21,  1973,  and  the  General 
Agreement  between  the  United  States  of  America  and  the  Union  of 
Soviet  Socialist  Republics  on  Contacts,  Exchanges  and  Cooperation 
of  June  19,  1973; 

Have  agreed  as  follows: 

Article  I 

The  Parties  will  expand  and  strengthen  their  cooperation  in  the 
field  of  energy  on  the  basis  of  mutual  benefit,  equality  and  reciprocity. 

Article  II 

The  main  objectives  of  such  cooperation  under  this  Agreement  are: 

a.  to  use  the  scientific  and  technical  potential  of  both  countries  to 
accelerate  by  cooperative  efforts  research  and  development  in  the 
areas  of  existing  and  alternative  sources  of  energy  as  well  as  to  increase 
effectiveness  in  the  use  of  energy  and  its  conservation,  and 

b.  to  achieve  a  better  mutual  understanding  of  each  country's 
national  energy  programs  and  outlook. 
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Article  III 

Cooperation  will  be  implemented  in  the  following  areas: 

a.  technologies  concerning  the  exploration,  extraction,  process- 
ing and  use  of  fossil  fuels,  including  but  not  limited  to  oil,  shale, 
natural  gas  and  coal,  and,  in  particular,  new  methods  of  drilling 
and  of  increasing  the  rate  of  extraction  and  degree  of  recover}'  of 
oil  and  natural  gas  from  strata,  and  of  mining,  extracting  and 
processing  coal  and  shale ; 

b.  the  exchange  of  relevant  information,  views  and  methods  of 
forecasting  concerning  the  natural  energy  programs  and  outlooks 
of  the  respective  countries,  including  all  questions  of  mutual 
interest  related  to  production,  demand  and  consumption  of  the 
major  forms  of  fuels  and  energy; 

c.  technology  for  developing  non-conventional  sources  of 
energy,  such  as  solar  and  geothermal  energy  and  synthetic  fuels; 

d.  energy-related  environmental  technology;  and 

e.  measures  to  increase  the  efficiency  of  energy  use  and  to 
restrain  demand. 

Other  areas  of  cooperation  may  be  added  by  mutual  agreement. 


Article  IV 

1.  Cooperation  between  the  Parties  ma}r  take  the  following  forms  ; 

a.  exchange  of  scientists  and  specialists: 

b.  exchange  of  scientific  and  technical  information,  documen 
tation  and  results  of  research; 

c.  establishment  of  groups  of  experts  for  the  planning  and 
execution  of  joint  research  and  development  programs; 

d.  joint  work  b}r  theoretical  and  experimental  scientists   in 
appropriate  research  centers  of  the  two  countries;  and 

e.  holding  joint  consultations,  seminars  and  panels. 

2.  Other  forms  of  cooperation  may  be  added  by  mutual  agreement. 

3.  Cooperation  under  this  Agreement  will  be  carried  out  in  accord- 
ance with  the  laws  and  regulations  of  the  respective  countries. 

Article  V 

1.  In  furtherance  of  this  Agreement,  the  Parties  will,  as  appropriate, 
encourage,  facilitate  and  monitor  the  development  of  contacts  and 
cooperation  between  organizations,  institutions  and  firms  of  the 
respective  countries,  including  the  conclusion,  as  appropriate,  of 
implementing  agreements  for  carrying  out  cooperative  activities 
under  this  Agreement. 

2.  To  assure  fruitful  development  of  cooperation,  the  Parties  will 
render  every  assistance  for  the  travel  of  scientists  and  specialists  to 
areas  of  the  respective  countries  appropriate  for  the  conduct  of 
activities  under  this  Agreement. 

Article  VI 

1.  For  implementation  of  this  Agreement,  there  shall  be  established 
a  US-USSR  Joint  Committee  on  Cooperation  in  the  Field  of  Energy. 
Meetings  of  the  Joint  Committee  will  be  convened  once  a  year  in  the 
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United  States  and  the  Soviet  Union  alternately,   unless  otherwise 
mutually  agreed. 

2.  The  Joint  Committee  shall  take  such  action  as  is  necessary  for 
effective  implementation  of  this  Agreement  including,  but  not  limited 
to,  consultations  on  the  energy  situation  and  outlook  of  the  respective 
countries;  approval  of  specific  projects  and  programs  of  cooperation; 
designation  of  appropriate  participating  organizations  and  institutions 
responsible  for  carrying  out  cooperative  activities;  and  making 
recommendations,  as  appropriate,  to  the  two  Governments.  The 
Joint  Committee  shall  establish  the  necessary  working  groups  to 
carry  out  the  programs,  projects  and  exchange  of  information  con- 
templated by  this  Agreement. 

3.  Each  Party  shall  designate  its  Executive  Agent  which  will  be 
responsible  for  carrying  out  this  Agreement.  During  the  period 
between  meetings  of  the  Joint  Committee,  the  Executive  Agents 
shall  maintain  contact  with  each  other,  keep  each  other  informed  of 
activities  and  progress  in  implementing  this  Agreement,  and  coor- 
dinate and  supervise  the  development  and  implementation  of  coopera- 
tive activities  conducted  under  this  Agreement. 

Article  VII 

Nothing  in  this  Agreement  shall  be  interpreted  to  prejudice  or 
modify  any  existing  agreements  between  the  Parties,  except  that 
energy  projects  within  the  Agreement  between  the  Government  of  the 
United  States  of  America  and  the  Government  of  the  Union  of 
Soviet  Socialist  Republics  on  Cooperation  in  the  Fields  of  Science 
and  Technology  of  May  24,  1972  and  the  Agreement  between  the 
United  States  of  America  and  the  Union  of  Soviet  Socialist  Republics 
on  Cooperation  in  the  Field  of  Environmental  Protection  of  May  23, 
1972  which  clearly  fall  under  this  Agreement  henceforward  will  be 
implemented  pursuant  to  this  Agreement. 

Article  VIII 

Unless  an  implementing  agreement  contains  other  provisions,  each 
Party  or  participating  institution,  organization  or  firm,  shall  bear 
the  costs  of  its  participation  and  that  of  its  personnel  in  cooperative 
activities  engaged  in  pursuant  to  this  Agreement. 

Article  IX 

1.  This  Agreement  shall  enter  into  force  upon  signature  and  remain 
in  force  for  five  years.  It  will  be  automatically  extended  for  successive 
five-year  periods  unless  either  Party  notifies  the  other  of  its  intent  to 
terminate  this  Agreement  not  later  than  six  months  prior  to  the 
expiration  of  this  Agreement. 

2.  This  Agreement  may  be  modified  at  any  time  by  mutual  agree- 
ment of  the  Parties. 

3.  The  termination  of  this  Agreement  will  not  affect  the  validity 
of  implementing  agreements  concluded  under  this  Agreement  between 
institutions,  organizations  and  firms  of  the  respective  countries. 

Done  at  Moscow  on  June  28,  1974,  in  duplicate,  in  the  English  and 
Russian  languages,  both  texts  being  equally  authentic. 
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For     the     United     States     of       For  the  Union  of  Soviet  Socialist 
America :  Republics : 

President  of  the  United  States.  Chairman,  Presidium, 

U.S.S.R.  Supreme  Soviet. 

******* 

Fact  Sheet 

June  28,   1974 


U.S.-U.S.S.R.  Agreement  on  Cooperation  in  the  Field  of 

Energy 

Today's  Agreement  on  Cooperation  in  the  Field  of  Energy  builds 
on  the  joint  scientific  and  technical  efforts  of  the  United  States  and  the 
Soviet  Union  on  energy  topics  being  carried  out  under  the  U.S.- 
U.S.S.R.  Agreement  on  Cooperation  in  the  Fields  of  Science  and 
Technolog}^  of  May  24,  1972,  and  the  Agreement  on  Cooperation  in 
the  Field  of  Environmental  Protection  of  May  23,  1972.  Given  the 
countries  with  the  largest  energy  resources  as  well  as  demand  for 
energy — a  formal  "umbrella"  agreement  under  which  the  two  countries 
could  conduct  and  expand  their  scientific  and  technical  cooperation 
in  this  important  field  was  deemed  appropriate. 

SUBSTANCE    OF    THE    AGREEMENT 

The  Agreement  provides  for  developing  a  broad  and  balanced  range 
of  joint  scientific  and  technological  R&D  programs  of  mutual  interest 
on  conventional  and  nonconventional  forms  of  energy,  energy-related 
environmental  topics  and  conservation  and  demand  restraint  measures. 
Existing  energy  programs  and  projects  under  the  Science  and  Tech- 
nology and  the  Environmental  Protection  Agreements  will  be  trans- 
ferred to  the  Energy  Cooperation  Agreement.  In  this  way,  it  is  hoped 
to  have  a  more  comprehensive  approach  to  joint  energy  R&D  projects 
and  to  develop  in  new  energy  areas  the  kind  of  mutually  beneficial 
cooperation  which  has  already  proven  to  be  of  value  to  both  sides  in 
such  fields  as  magneto-hydrodynamics  and  superconducting  trans- 
mission technology. 

The  Joint  U.S.-U.S.S.R.  Committee  on  Cooperation  in  the  Field 
of  Energy,  which  will  be  established  to  implement  this  agreement,  will 
also  approve  the  scientific  joint  scientific/technological  projects  and 
programs  in  the  broad  areas  outlined  in  the  Agreement. 

The  other  major  provisions  of  this  Agreement  is  aimed  at  achieving 
a  better  mutual  understanding  of  the  two  countries'  national  energy 
programs  and  outlook.  To  this  end  the  Agreement  provides  for  the 
exchange  of  relevant  information,  views  and  forecasting  methodology. 
Both  sides  have  agreed  to  take  up  all  questions  of  mutual  interest 
related  to  production,  demand  and  consumption  of  the  major  fuels 
and  energy  sources.  A  working  group  to  be  set  up  by  the  Joint  Com- 
mittee to  implement  this  provision  of  the  Agreement  should  provide 
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each  side  with  an  assessment  of  the  total  energy  outlook  which  it 
can  take  into  consideration  in  formulating  national  programs  and 
plans.  There  is  no  intention,  however,  to  take  up  commercial 

relating  to  pending  or  potential  energy  cooperation  proj. 

The  Agreement  contain-  what  are  now  virtually  standard  prove 
on  implementation  in  the  specialized  cooperative  agreements 
the  U.S.  and  the  U.S.S.R.  We  expect  to  name  shortly  the  U.S.  E 
tive  Agent  for  this  Agreement. 

In  sum,  the  Agreement  provides  a  good  basis  for  developing  a  new 
and  important  aspect  of  th  soviet  cooperation  which  may  be  of 

considerable  value  to  both  sides  in  dealing  with  the  long-term  energy 
problem. 

Richard  Xixox. 

The  White  House,  June  28, 1974. 


STATEMENT 


July  2,  1974 


The  energy  crisis  in  America  has  passed,  but  the  energy  challenge 
is  as  great  as  ever.  Our  goal  must  be  to  develop  the  capacity  for 
self-sufficiency  in  energy,  and  to  achieve  this  goal  we  must  continue 
our  efforts  to  both  expand  energy  supplies  and  conserve  energy. 

In  June  of  last  year,  I  directed  the  Federal  departments  and  agencies 
to  reduce  their  anticipated  energy  consumption  by  at  least  seven 
percent  over  the  succeeding  12-month  period.  At  the  same  time,  I 
appealed  to  consumers,  to  industry  and  to  other  organizations  to  join 
in  a  nationwide,  voluntary  campaign  of  energy  conservation. 

John  C.  Sawhill,  the  Administrator  of  the  Federal  Energy  Adminis- 
tration, has  now  reported  to  me  on  the  progress  of  the  Federal  effort. 
The  achievements  are  impressive.  During  the  third  quarter  of  the 
Federal  program,  savings  in  the  non-defense  agencies  amounted  to 
19  percent  of  anticipated  energy  usage,  while  savings  by  the  Defense 
Department  rose  to  31  percent.  The  composite  saving  of  30  percent 
for  the  quarter,  exceed  the  records  of  20  and  26  percent,  respectively, 
achieved  during  the  first  and  second  quarters  of  fiscal  year  1974. 
Figures  for  the  fourth  quarter  are  not  yet  available,  but  when  they 
are,  we  are  confident  that  the  Federal  Government  will  have  far 
exceeded  our  original  goals  for  the  year. 

The  total  savings  for  the  first  nine  months  of  the  Federal  program 
represent  the  equivalent  of  75  million  barrels  of  oil  or  approximately 
$600  million  in  reduced  costs  to  the  taxpayer  for  energy. 

I  am  also  pleased  by  a  report  I  have  received  from  the  Secretary  of 
Commerce,  Frederick  B.  Dent,  on  the  progress  made  by  business  in 
response  to  the  voluntary  program  I  asked  him  to  undertake  with  the 
business  community.  He  reports  that  energy  consumption  in  the 
industrial  sector  was  reduced  by  five  percent  per  unit  of  output  during 
the  period  of  October  1973  through  January  1974.  This  rate  of 
saving,  which  the  Secretary  expects  will  be  maintained  or  exceeded 
in  1974  by  all  of  commerce  and  industry,  represents  an  annual  saving 
of  the  equivalent  of  425  million  barrels  of  oil.  He  indicates  that  8,000 
chief  executives  have  pledged  to  undertake  energy  management 
programs  and  that  some  individual  companies  are  reporting  savings 
in  excess  of  20  percent.  Many  companies  are  also  reporting  that 
improved  energy  management  is  reducing  their  costs  and  increasing 
productivity.  Since  private  industry  accounts  for  approximately 
65  percent  or  two-thirds  of  our  country's  energy  consumption,  these 
savings  will  have  a  significant  impact  upon  our  national  consumption 
levels. 
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We  learned  last  winter  that  all  of  us  can  contribute  to  energy- 
conservation.  Voluntary  actions  by  millions  of  Americans  were  a 
critically  important  factor  in  bringing  our  Nation  through  the  oil 
crisis.  The  continuing  accomplishments  of  the  Federal  Government 
and  of  business  and  industry  should  serve  as  a  splendid  example  of 
the  way  that  further  savings  can  be  achieved  and,  as  part  of  Project 
Independence,  will  advance  us  toward  our  ultimate  goal  of  self- 
sufficiency  in  energy. 

I  welcome  this  opportunity  to  commend  the  Federal  departments 
and  agencies  as  well  as  private  industry  for  their  fine  leadership.  In 
the  final  analysis,  of  course,  their  efforts  alone  are  not  enough.  Every 
American  must  join  in  this  cause.  Our  ability  to  achieve  energy 
independence  will  depend  heavily  upon  the  conservation  efforts  of  all 
segments — consumers,  business  and  government. 

Richard  Xixox. 

The  White  House,  July  2,  1974. 


STATEMENT  OF  THE  PRESIDENT  ON  SIGNING  THE 
ENERGY  REORGANIZATION  ACT  OF  1974 


October  11.  1974 


It  is  my  privilege  today  to  sign  into  law  a  bill  which  takes  a  big 
step  forward  in  this  Nation's  program  to  face  up  to  and  solve  its 
crucial  energy  needs  for  the  future. 

H.R.  11510  abolishes  the  present  Atomic  Energy  Commission  and 
establishes  three  new  Federal  entities: 

1.  The  Energy  Research  and  Development  Administration  (ERDA) 
which,  for  the  first  time,  will  bring  together  into  one  agency  major 
Federal  programs  of  research  and  development  for  all  forms  of  energy 
and  will  organize  these  programs  for  cooperation  with  industry, 
academic  institutions  and  other  organizations  in  the  nation's  rapidly 
expanding  energy  research  and  development  effort. 

2.  The  Energy  Resources  Council  composed  of  the  Secretaries  of 
State  and  Interior,  the  Administrators  of  ERDA  and  the  Federal 
Energy  Administration,  the  Director  of  the  Office  of  Management 
and  Budget,  and  other  members  as  I  may  designate.  I  am  pleased 
that  the  Congress  acted  consistent  with  my  suggestion  for  an  inter- 
agency council,  which  I  had  announced  in  my  Economic  Message 
October  8.  It  is,  therefore,  my  pleasure  to  name  the  Secretary  of  the 
Interior  to  chair  this  Council  and  I  am  today  issuing  an  Executive 
Order  to  assure  prompt  action. 

3.  The  Nuclear  Regulatory  Commission  (XRC)  which  will  take  over 
B  e  licensing  and  regulation  responibilities  previously  performed  by 
the  Atomic  Energy  Commission. 

My  Administration  is  already  committed  to  a  greatly  accelerated 
five-year  program  of  over  ten  billion  dollars  for  energy  research  and 
development.  ERDA  gives  us  the  unified,  high  quality  scientific 
technical  and  management  organization  to  achieve  the  greatest  benefit 
from  this  investment  of  public  funds.  By  combining  the  research  and 
development  capabilities  of  AEC  with  the  fossil  fuels  research  capa- 
bility of  the  Interior  Department,  and  with  energy  research  skills 
from  EPA  and  the  National  Science  Foundation,  we  are  bringing 
together  in  ERDA  the  best  of  our  government  skills  in  energy  research 
and  development. 

From  these  agencies,  we  will  be  drawing  upon  a  highly  respected 
team  of  scientists,  engineers,  and  program  managers,  capable  of 
making  immediate  contributions  to  research  on  all  forms  of  energy. 
Bringing  together  these  skills,  using  AEC  as  its  base,  represents  the 
quickest  way  in  which  the  Federal  Government  can  work  with  indus- 
try and  others  in  mobilizing  the  talents,  facilities  and  skills  needed  to 
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undertake  the  major  expansion  and  extension  of  the  nation's  energy 
research  and  development  programs. 

The  Energy  Research  and  Development  Administration  is  being 
given  a  broad  range  of  challenging  and  important  research  missions: 

1.  It  will  continue  the  research  of  the  present  Atomic  Energy 
Commission  in  nuclear  fusion  and  fission,  working  with  American 
industry  to  design,  develop  and  demonstrate  increasingly  more 
effective  nuclear  power  systems  to  meet  our  growing  electric  power 
needs — and  to  see  to  it  that  these  systems  are  completely  safe  in 
operation,  economically  feasible,  and  environmentally  clean. 

2.  It  will  continue  to  expand  fossil  fuels  research  programs  which 
the  Department  of  the  Interior  initiated  to  capitalize  on  our  immense 
national  reserves  of  coal  and  oil  shale,  with  emphasis  on  advancing 
the  technology  for  the  clean  use  of  coal,  including  gasification  and 
liquefaction. 

3.  It  will  continue  to  serve  our  national  security  needs  by  carrying 
on  AEC's  responsibility  for  the  design,  development  and  fabrication 
of  weapons  systems  for  the  Department  of  Defense. 

4.  It  will  maintain  our  nuclear  materials  production  capability 
which  serves  both  military  and  civilian  needs,  including  international 
commitments  for  supplying  nuclear  reactor  fuel. 

5.  It  will  give  us  greatly  strengthened  Government  scientific  and 
engineering  capability  to  expand  and  upgrade  our  research  into  making 
use  of  new  and  potentially  important  forms  of  energy  such  as  solar 
and  geothermal  sources. 

6.  It  will  move  immediately  into  a  substantial  new  effort  in  energy 
conservation  research  and  development,  including  the  utilization  of 
the  best  scientific  and  engineering  talent  to  find  new  ways  to  make  our 
factories,  our  automobiles,  our  buildings  and  our  appliances  more 
energy  efficient  and  economical. 

7.  It  will  additionally  continue  and  expand  a  program  of  environ- 
mental control  technology  and  assessment  of  environmental  and 
health  effects  of  energy  technologies. 

8.  It  will  continue  strong  basic  research  programs  in  such  areas  as 
physics,  environmental  and  biological  sciences  and  extend  these 
scientific  capabilities  to  support  all  energy  areas — not  just  nuclear 
energy. 

ERDA  must  and  will  become  a  lot  more  than  the  sum  of  its  present 
parts.  What  is  envisioned  is  nothing  less  than  a  complete  energy  research 
and  development  organization.  It  will  be  one  which  will  fill  in  the  gaps 
in  our  present  research  efforts  and  provide  a  balanced  national  re- 
search program.  It  will  give  proper  emphasis  to  each  energy  source 
according  to  its  potential  and  its  readiness  for  practical  use.  It  mil 
closely  integrate  our  energy  research  and  development  efforts  with 
overall  national  energy  policy. 

In  addition  to  creating  ERDA,  H.R.  11510  also  creates  a  new 
Nuclear  Regulatory  Commission  (NRC)  which  will  assume  the 
licensing  and  regulatory  responsibilities  previously  carried  out  under 
the  Director  of  Regulation  within  the  Atomic  Energy  Commission. 
The  highly  technical  nature  of  our  nuclear  facilities  and  the  special 
potential  hazards  which  are  involved  in  the  use  of  nuclear  fuels  fully 
warrant  the  creation  of  an  independent  and  technically  competent 
regulatory  agency  to  assure  adequate  protection  of  public  health  and 
safety. 
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NRC  will  be  responsible  for  the  licensing  and  regulation  of  the 
nuclear  industry  under  the  provisions  of  the  Atomic  Energy  Act. 
This  means  that  NRC  will  be  fully  empowered  to  see  to  it  that  reac- 
tors using  nuclear  materials  will  be  properly  and  safely  designed, 
constructed  and  operated  to  guarantee  against  hazards  to  the  public 
from  leakage  or  accident.  NRC  will  also  exercise  strengthened  author- 
ity to  assure  that  the  public  is  fully  safeguarded  from  hazards  arising 
from  the  storage,  handling  and  transportation  of  nuclear  materials 
being  used  in  power  reactors,  hospitals,  research  laboratories  or  for  any 
other  purpose. 

With  the  creation  of  ERDA  and  NRC,  the  Federal  Government  has 
acted  in  a  timely  way  to  participate  in  the  national  effort  to  meet  our 
future  energy  research  and  development  needs.  This  action  has  been 
feasible  through  the  very  best  kind  of  cooperation  between  the  Con- 
gress and  the  Executive  Branch.  I  want  especially  to  express  my  ap- 
preciation and  gratitude  to  those  members  of  both  Houses,  who, 
by  their  leadership,  brought  this  legislation  to  reality. 

Gerald  R.  Ford. 

The  White  House,  October  11,  197 4. 


Fact  Sheet 
October  11,  1974 


The  Energy  Research  and  Development 
Administration  (ERDA) 

The  President  today  has  signed  H.R.  11510,  which  establishes  the 
Energy  Research  and  Development  Administration.  This  new  execu- 
tive agency  will  consolidate  the  Federal  energy  research  and  develop- 
ment efforts  of  four  existing  agencies,  the  Atomic  Energy  Commission, 
Interior  Department,  National  Science  Foundation,  and  the  Environ- 
mental Protection  Agency.  ERDA  will  be  the  central  energy  research 
and  development  agency  with  broad  charter  to  develop  new  and 
improved  energy  source  and  utilization  technologies  consistent  with 
sound  environmental  and  safety  practices. 

Such  technologies  will  cover  a  broad  range  of  energy  sources  includ- 
ing fossil,  nuclear,  solar,  geo thermal  and  advanced  as  well  as  conserva- 
tion research  and  development.  ERDA  will  provide  a  sound  organiza- 
tional framework  and  management  and  technical  expertise  to  achieve 
the  Nation's  research  and  development  goals  in  the  energy  area. 

ERDA    RESPONSIBILITIES 

ERDA  will  have  a  central  role  in  the  planning  and  management  of 
the  Administration's  accelerated  five-year,  $10  billion  plus  energy 
research  and  development  program.  Major  responsibilities  will 
include : 

— exercising  central  responsibility  for  policy  planning,  coordination, 
support  and  management  of  research  and  development  respecting 
all  energy  sources  and  utilization  technologies. 
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— encouraging  and  conducting  research,  development  and  demon- 
stration for  extraction,  conversion,  storage  transmission  and 
utilization  energy  phases. 

— engaging  in  and  supporting  environmental,  biomedical,  physical 
and  safety  research. 

— participating  in  and  supporting  cooperative  research  and  develop- 
ment projects. 

— developing,  collecting,  distributing  scientific  information. 

AGENCY    TRANSFERS   TO    ERDA 

The  bill  provides  for  the  transfer  of  the  following  agency  functions 
to  ERDA: 

— All  of  the  functions,  authorities  and  resources  of  the  Atomic 
Energy  Commission,  except  the  AEC's  licensing,  regulatory  and 
related  environment  and  safety  functions.  Functions  transferred 
to  ERDA  from  AEC  will  include  nuclear  materials  production, 
reactor  development,  military  applications,  physical  research, 
biomedical  and  environmental  research,  controlled  thermonuclear 
research,  nonnuclear  energy  R&D  and  other  nonregulatory 
functions. 

— From  Interior,  the  functions  of  the  Office  of  Coal  Research,  six 
energy  research  centers  of  the  Bureau  of  Mines,  the  synthane 
pilot  plant  for  high  BTU  coal  conversion  at  Bruce  ton,  Pa.,  and 
underground  power  transmission  research  and  development. 

— From  the  National  Science  Foundation,  programs  for  solar  heat- 
ing and  cooling  development  and  geothermal  power  development. 

— From  the  Environmental  Protection  Agency,  research,  develop- 
ment and  demonstration  of  alternative  automotive  power  systems 
except  those  programs  relating  to  assessment  or  monitoring  for 
regulatory  purposes. 

FUNDING   AND    PERSONNEL 

The  energy  R&D  involved  in  the  transfers  to  ERDA  are  estimated 
at: 

Year  end 

Fiscal  year  fiscal  year 

1975  1975 

budget        employment 

request  (full  time 

(millions)        permanent) 

Atomic  Energy  Commission  ' 5, 988 

Civilian  energy  (mostly  nuclear  programs) 

Physical,  biomedical,  and  environmental  research 

Program  support  (all  categories) 


Total  AEC... 

Interior: 

Office  of  Coal  Research 

Bureau  of  Mines  (\x  energy  centers)... 
Underground  power  transmission,  R.  &  D. 

Total  I  nterior 


National  Science  Foundation: 

Solar  energy  development... 

Geothermal  energy  development 

Total  NSF 

Environmental  Protection  Agency:  Alternative  automotive  power  systems. 


554 

230 

2,237 

5,988 

283 
81 
8 

222 

865 

19 

372 

1,106 

25 
12 

8 
5 

37 
5 

13 
17 

Grand  total 2,651  7,124 

In  addition  the  military  development  and  production  functions  of  AEC  estimated  at  51,542  million  will  be  transferred. 
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The  Administrator  (Level  II)  will  review  alternative  concepts  and 
set  program  priorities  among  alternative  technologies.  The  Deputy 
Administrator  (Level  III)  will  assist  the  Administrator  in  the  conduct 
of  the  agency's  business.  The  Assistant  Administrator  will  sponsor 
their  technologies  in  the  process.  The  ERDA  Administrator  will  be 
supported  by  a  strong  and  independent  staff  at  the  headquarters  level. 
A  great  deal  of  flexibility  will  be  available  to  the  Administrator  to 
carry  out  needed  R&D  programs. 

There  will  be  six  Assistant  Administrators  each  responsible  for  a 
major  program  area  as  follows: 

— Assistant  Administrator  for  fossil  energy — Responsible  for  de- 
veloping new  and  improved  technology  for  the  production  and 
utilization  of  fossil  fuels  including  coal,  oil,  oil  shale,  gas,  etc. 
Significant  programs  include  coal  liquefaction,  coal  gasification, 
oil  shale  transformation,  control  technology. 
— Assistant  Administrator  for  nuclear  energy — Responsible  for 
developing  nuclear  technologies  including  fission  and  fusion. 
Major  programs  include  reactor  research  and  development,  naval 
reactors,  reactor  safety  research,  thermonuclear  fusion  research. 
— Assistant  Administrator  for  environment  and  safely — Responsible 
for  environmental  and  safety  oversight  for  all  technology  de- 
veloped by  ERDA.  Major  programs  include  biomedical  and  en- 
vironmental research,  waste  management,  transportation,  opera- 
tional safety  programs. 
— Assistant  Administrator  for  conservation — Responsible  for  con- 
servation R&D  programs  including  automotive  power  systems, 
end-use  consumption  technologies,  and  improving  energy  effi- 
ciency. 
— Assistant  Administrator  for  solar,  geothermal  and  advanced  energy 
systems — Responsible  for  developing  energy  source  and  utilization 
technologies  including  solar,  geothermal,  conducting  physical 
research,  and  advanced  energy  conversion  concepts. 
— Assistant  Administrator  for  national  security — Responsible  for 
nuclear  weapons  research,  development  and  production  including 
the  production  of  weapons  materials  and  the  testing,  manufacture, 
and  reliability  assessment  of  weapon  components  and  systems. 

Energy  Resources  Council 

The  bill  provides  for  establishment  of  an  interagency  Energy  Re- 
sources Council  in  the  Executive  Office  of  the  President  to  insure 
communication  and  coordination  among  the  Federal  agencies  that 
have  responsibilities  for  the  development  and  implementation  of 
energy  policy.  Members  of  the  Council  identified  in  the  bill  include: 

Secretary  of  the  Interior. 

Secretary  of  State. 

Administrator,  Federal  Energy  Administration. 

Administrator,   Energy    Research   and   Development  Admin- 
istration. 

Director,  Office  of  Management  and  Budget. 
The  Energy  Resources  Council  is  entirely  consistent  with  the   ap- 
proach of  the  National  Energy  Board  referred  to  in  the  President's 
Economic   Message.  Therefore,  an  Executive  Order  is  being  issued 
simultaneous  with  President's  approval  of  this  bill  immediately  ac- 
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tivating  the  Energy  Resources  Council  with  the  following  members, 
in  addition  to  those  listed  in  the  bill : 

Assistant  to  the  President  for  Economic  Affairs. 

Secretary  of  the  Treasury. 

Secretary  of  Defense. 

Attorney  General. 

Secretary  of  Commerce. 

Secretary  of  Transportation. 

Chairman,  Atomic  Energy  Commission. 

Chairman,  Council  of  Economic  Advisers. 

Administrator,  Environmental  Protection  Agency. 

Chairman,  Council  on  Environmental  Quality. 

Director,  National  Science  Foundation. 

Executive  Director.  Di  mestic  Council. 
In  addition,  the  President  is  authorized  to  designate  other  officials 
of  the  Federal  Government  as  members   of  the  Council.  Also,   the 
President  is  designating  the  Secretary  of  the  Interior,  Rogers  C.  B. 
Morton,  as  Chairman,  as  indicated  in  his  Economic  Message . 

Nuclear  Regulatory  Commission  (NRC) 

The  current  Atomic  Energy  Commission  will  be  abolished  and  a 
new  five-member  Commission  will  be  established  with  responsibility 
for  the  licensing,  regulatory  and  related  functions  of  the  AEC. 

The  Nuclear  Regulatory  Commission  will  be  organized  into  three 
offices  reporting  through  an  Executive  Director  of  Operations: 
— Office  of  Nuclear  Reactor  Regulation  \vi\\  have   the  principal 
licensing  and  related  regulatory  responsibilities  for  the  construc- 
tion and  operation  of  commercial  nuclear  reactors. 
— Office  of  Nuclear  Material  Safety  and  Safeguards  will  have  the 
principal  licensing  and  related  regulatory  responsibility  for  all 
other  nuclear  facilities  and  overall  nuclear  materials  including  its 
processing,  handling  and  transportation. 
— Office  of  Nuclear  Regulatory   Research  \vi\\  be  responsible  for 
conducting  research  in  the  form  of  a  confirmatory  assessment  of 
technology  relating  to  reactor  safety,  safeguards,  and  environ- 
mental protection  in  support  of   the  licensing  and  regulatory 
process. 
The  bulk  of  the  new  Commission's  resources  will  come  from  the 
regulatory  side  of  the  AEC  with  part  of  the  Division  of  Reactor 
Safety  also  being  transferred  to  form  the  nucleus  of  the  Office  of 
Regulatory  Research.  Anticipated  resources  for  the  Commission  in 
fiscal  year  1975  include  approximately  $140  million  in  obligations  and 
1,900  full-time  permanent  employees.  It  is  also  expected  that  ERDA 
and  other  Federal  agencies  would  be  available  to  perform  research- 
related  work  in  support  of  NRC  on  a  reimbursable  basis. 

The  establishment  of  this  new  independent  regulatory  commission 
will  maximize  regulatory  objectivity  and  impartiality,  thereby  in- 
creasing public  confidence  in  nuclear  regulations.  NRC  will  enhance 
the  orderly  development  of  the  nuclear  industry  and  at  the  same  time 
assure  protection  of  the  public  health  and  safety  in  civilian  nuclear 
activities. 

Gerald  R.  Ford. 
The  White  House,  October  11,  19? '4. 


EXECUTIVE  ORDER— ACTIVATION  OF  THE  ENERGY 
RESOURCES  COUNCIL 


October  11,  1974 


In  my  address  to  the  Congress  on  October  8,  1974,  I  expressed  my 
intention  to  create  a  new  National  Energy  Board,  under  the  chairman- 
ship of  the  Secretary  of  the  Interior,  to  develop,  coordinate,  and 
assure  the  implementation  of  Federal  energy  policy.  Subsequent  to  my 
delivery  of  that  address,  the  Congress  completed  action  on  the 
Energy  Reorganization  Act  of  1974  which  I  have  just  approved 
into  law.  Section  108  of  that  act  creates  in  the  Executive  Office  of  the 
President  a  new  Energy  Resources  Council  which  would  be  charged 
with  performing  functions  that  are  essentially  the  same  as  those  I  had 
intended  to  assign  to  the  National  Energy  Board.  Consequently,  I 
have  determined  that  it  would  serve  no  useful  purpose  to  create 
that  Board.  Instead,  I  am  now  exercising  the  authority  vested  in  me 
by  section  108  of  the  Energy  Reorganization  Act  of  1974,  to  activate 
immediately  the  Energy  Resources  Council,  to  designate  the  Sec- 
retary of  the  Interior  as  its  Chairman,  and  to  designate  additional 
officials  as  members  thereof. 

Now  therefore,  by  virtue  of  the  authority  vested  in  me  as  Presi- 
dent of  the  United  States  of  America  by  the  Constitution  and  laws 
of  the  United  States,  particularly  section  108  of  the  Energy  Re- 
organization Act  of  1974,  and  section  301  of  title  3  of  the  United 
States  Code,  it  is  hereby  ordered  as  follows: 

Section  1.  Section  108  of  the  Energy  Reorganization  Act  of  1974 
shall  be  effecv  ve  Qs  of  the  date  of  this  order  and  the  Energy  Resources 
Council  shall  be  deemed  to  have  been  activated  as  of  thai  <.  ate. 

Sec.  2.  The  Cjuncil  shall  consist  of  the  Secretary  of  the  Int  rior, 
who  shall  be  its  Chairman,  the  Assistant  to  the  President  fo  Eco- 
nomic Affairs,  the  Secretary  of  State,  the  Secretary  of  the  Iriasury, 
the  Secretary  of  Defense,  the  Attorney  General,  the  Secretary  of 
Commerce,  the  Secretary  of  Transportation,  the  Chairman  of  the 
Atomic  Energy  Commission,  the  Director  of  the  Office  of  Manage- 
ment and  Budget,  the  Chairman  of  the  Council  of  Economic  Advisers, 
the  Administrator  of  the  Federal  Energy  Administration,  the  Ad- 
ministrator of  the  Energy  Research  and  Development  Administration 
(upon  entry  into  office),  the  Administrator  of  the  Environmental 
Protection  Agency,  the  Chairman  of  the  Council  on  Environmental 
Quality,  the  Director  of  the  National  Science  Foundation,  the  Execu- 
tive Director  of  the  Domestic  Council,  and  such  other  members  as 
the  President  may,  from  time  to  time,  designate. 

(169) 


170 

Sec.  3.  The  Energy  Resources  Council  shall  perform  such  functions 
as  are  assigned  to  it  by  section  108  of  the  Energy  Reorganization 
Act  of  1974,  shall  develop  a  single  national  energy  policy  and  program, 
and  shall  perform  such  other  functions  as  may  be  assigned  to  it, 
from  time  to  time,  by  the  President. 

Sec.  4.  All  departments  and  agencies  shall  cooperate  with  the 
Council  and  shall,  to  the  extent  permitted  by  law,  provide  it  with  such 
assistance  and  information  as  the  Chairman  of  the  Council  may 
request. 

Sec.  5.  The  Committee  on  Energy,  the  establishment  of  which  was 
announced  on  June  14,  1974,  is  hereby  abolished. 

Sec  6.  The  Council  shall  terminate  in  accordance  with  the  pro- 
visions of  section  108  of  the  Energy  Reorganization  Act  of   1974. 

Gerald  R.  Ford. 

The  White  House,  October  11,  1974- 


ADDRESS  BY  THE  PRESIDENT  ON  LIVE  TELEVISION 

AND  RADIO 


January  13,   1975 


Good  evening. 

Without  wasting  words,  I  want  to  talk  with  you  tonight  about 
putting  our  domestic  house  in  order.  We  must  turn  America  in  a  new 
direction.  We  must  reverse  the  current  recession,  reduce  unemploy- 
ment and  create  more  jobs. 

We  must  restore  the  confidence  of  consumers  and  investors  alike. 
We  must  continue  an  effective  plan  to  curb  inflation.  W^e  must, 
without  any  delay,  take  firm  control  of  our  progress  as  a  free  people. 
Together  we  can  and  will  do  this  job. 

Our  national  character  is  strong  on  self-discipline  and  the  will  to 
win.  Americans  are  at  their  very  best  when  the  going  is  rough.  Right 
now,  the  going  is  rough,  and  it  may  get  rougher.  But  if  we  do  what 
must  be  done,  we  will  be  on  our  way  to  better  days.  We  have  an 
historic  opportunity. 

On  Wednesday  I  will  report  to  the  new  Congress  on  the  State  of 
the  Union  and  ask  for  its  help  to  quickly  improve  It.  But  neither 
Congress  nor  the  President  can  pass  laws  or  issue  orders  to  assure 
economic  improvement  and  instant  prosperity. 

The  Government  can  help  by  equalizing  unfair  burdens,  by  setting 
an  example  of  sound  economic  actions  and  b;y  exerting  leadership 
through  clear  and  coordinated  national  recovery  programs. 

Tonight  I  want  to  talk  to  you  about  what  must  be  done.  After  all, 
you  are  the  people  most  affected. 

Since  becoming  your  President  five  months,  ago  economic  problems 
have  been  my  foremost  concern.  Two  elements  of  our  problem  are 
long-range — inflation  and  energy.  Both  are  affected  not  only  by  our 
actions,  but  also  by  international  forces  beyond  our  direct  control. 

The  new  and  disturbing  element  in  the  economic  picture  is  our 
worsening  recession  and  the  unemployment  that  goes  with  it.  We  have 
made  some  progress  in  slowing  the  upward  spiral  of  inflation  and  get- 
ting interest  rates  starftd  down,  but  we  have  suffered  sudden  and 
serious  setbacks  in  sales  and  unemployment. 

Therefore,  we  must  shift  our  emphasis  from  inflation  to  recession, 
but  in  doing  so,  we  must  not  lose  sight  of  the  very  real  and  deadly 
dangers  of  rising  prices  and  declining  domestic  energy  supplies. 

Americans  are  no  longer  in  full  control  of  their  own  national  des- 
tiny, when  that  destiny  depends  on  uncertain  foreign  fuel  at  high 
prices  fixed  by  others.  Higher  energy  costs  compound  both  inflation 
and  recession,  and  dependence  on  others  for  future  energy  supplies 
is  intolerable  to  our  national  security. 
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Therefore,  we  must  wage  a  simultaneous  three-front  campaign 
against  recession,  inflation  and  energy  dependence.  We  have  no 
choice.  We  need  within  90  days  the  strongest  and  most  far-reaching 
energy  conservation  program  we  have  ever  had. 

Yes,  gasoline  and  oil  will  cost  even  more  than  they  do  now,  but  this 
program  will  achieve  two  important  objectives — it  will  discourage  the 
unnecessary  use  of  petroleum  products,  and  it  will  encourage  the 
development  and  substitution  of  other  fuels  and  newer  sources  of 
energy. 

To  get  started  immediately  on  an  urgent  national  energy  plan,  I 
will  use  the  Presidential  emergency  powers  to  reduce  our  dependence 
on  foreign  oil  by  raising  import  fees  on  each  barrel  of  foreign  crude 
oil  by  $1  to  $3  over  the  next  three  months. 

A  more  comprehensive  program  of  energy  conservation  taxes  on 
oil  and  natural  gas  to  reduce  consumption  substantially  must  be 
enacted  by  the  Congress.  The  revenues  derived  from  such  taxes  will 
be  returned  to  the  economy.  In  addition,  my  energy  conservation 
program  contains  oil  allocation  authority  to  avoid  undue  hardships 
in  any  one  geographic  area,  such  as  New  England,  or  in  any  specific 
industry  or  areas  of  human  need  where  oil  is  essential. 

The  plan  prevents  windfall  profits  by  producers.  There  must  also 
be  volunteer  efforts  to  cut  gasoline  and  other  energy  use. 

My  national  energy  conservation  plan  will  urge  Congress  to  grant 
a  five-year  delay  on  higher  automobile  pollution  standards  in  order 
to  achieve  a  40  percent  improvement  in  miles  per  gallon. 

Stronger  measures  to  speed  the  development  of  other  domestic 
energy  resources,  such  as  coal,  geothermal,  solar  and  nuclear  power 
are  also  essential. 

This  plan  requires  personal  sacrifice.  But  if  we  all  pitch  in,  we  will 
meet  our  goal  of  reducing  foreign  oil  imports  by  one  mil] ion  barrels 
a  day  by  the  end  of  this  year  and  by  two  million  barrels  before  the 
end  of  1977.  The  energy  conservation  measures  I  have  outlined 
tonight  will  be  supplemented  by  use  of  Presidential  power  to  limit  oil 
imports  as  necessary  to  fully  achieve  these  goals. 

By  1985 — 10  years  from  now — the  United  States  will  be  invul- 
nerable to  foreign  energy  disruptions  or  oil  embargoes  such  as  we 
experienced  last  year.  Of  course,  our  domestic  needs  come  first. 
But  our  gains  in  energy  independence  will  be  fully  coordinated  with 
our  friends  abroad.  Our  efforts  should  prompt  similar  action  by  our 
allies. 

If  Congress  speedily  enacts  this  national  energy  program,  there 
will  be  no  need  for  compulsory  rationing  or  long  waiting  lines  at  the 
service  station.  Gasoline  prices  will  go  up,  though  not  as  much  as 
with  a  20  cent  a  gallon  gas  tax.  Furthermore,  the  burden  of  the 
conservation  taxes  on  oil  will  be  shared  by  all  petroleum  users,  not 
just  motorists. 

Now,  let  me  talk  about  the  problem  of  unemployment.  This  country 
needs  an  immediate  Federal  income  tax  cut  of  $16  billion.  Twelve 
billion  dollars,  or  three-fourths  of  the  total  of  this  cut,  should  go  to 
individual  taxpayers  in  the  form  of  a  cash  rebate  amounting  to  12 
percent  of  their  1974  tax  payments — up  to  a  $1,000  rebate.  If  Congress 
acts  by  April  first,  you  will  get  your  first  check  for  half  the  rebate  in 
May  and  the  rest  by  September. 
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The  other  one-fourth  of  the  cut,  about  $4  billion,  will  go  to  business 
taxpayers,  including  farmers,  to  promote  plant  expansion  and  create 
more  jobs.  This  will  be  in  the  form  of  an  increase  in  the  investment 
tax  credit  to  12  percent  for  one  year.  There  will  be  special  provisions 
to  assist  essential  public  utilities  to  step  up  their  energy  capacity. 
This  will  encourage  capital  spending  and  productivity,  the  key  to 
recovery  and  growth. 

As  soon  as  the  new  revenues  from  energy  conservation  taxes  are 
received,  we  will  be  able  to  return  $30  billion  to  the  economy  in  the 
form  of  additional  payments  and  credits  to  individuals,  business  and 
State  and  local  governments.  Cash  payments  from  this  total  also  will 
be  available  to  those  who  pay  no  income  taxes  because  of  low  earnings. 
They  are  the  hardest  hit  by  inflation  and  higher  energy  costs.  This 
combined  program  adds  up  to  $46  billion — $30  billion  in  returned 
energy  tax  revenues  to  compensate  for  higher  fuel  costs  and  $16  billion 
in  tax  cuts  to  help  provide  more  jobs.  And  the  energy  conservation 
tax  revenues  will  continue  to  be  put  back  into  the  economy  as  long 
as  the  emergency  lasts. 

This  economic  program  is  different  in  emphasis  from  the  proposals 
I  put  forward  last  October. The  reason  is  that  the  situation  has  changed. 
You  know  it,  and  I  know  it.  What  we  need  most  urgently  today  is 
more  spending  money  in  your  pockets  rather  than  in  the  Treasury  in 
Washington.  Let's  face  it,  a  tax  cut  to  bolster  the  economy  will  mean 
a  bigger  Federal  deficit  temporarily,  and  I  have  fought  against  deficits 
all  my  public  life.  But  unless  our  economy  revives  rapidly.  Federal 
tax  revenues  will  shrink  so  much  that  future  deficits  will  be  even 
larger.  But  I  have  not  abandoned  my  lifelong  belief  in  fiscal  restraint. 
In  the  long  run,  there  is  no  other  real  remedy  for  our  economic  troubles. 

While  wrestling  with  the  budgets  for  this  year  and  next,  I  found 
that  at  least  three-quarters  of  all  Federal  expenditures  are  required 
by  laws  already  on  the  books.  The  President  cannot,  by  law,  cut 
spending  in  an  ever-growing  list  of  programs  which  provide  mandatory 
formulas  for  payments  to  State  and  local  governments  and  to  families 
and  to  individuals.  Unless  these  laws  are  changed,  I  can  tell  you  there 
are  only  two  wavs  to  go — still  higher  Federal  taxes  or  the  more  ruinous 
hidden  tax  of  inflation.  Unchecked,  Federal  programs  mandated  by 
law  will  be  prime  contributors  to  Federal  deficits  of  $30  to  $50  billion 
this  year  and  next.  Deficits  of  this  magnitude  are  wrong — except  on 
a  temporary  basis  in  the  most  extenuating  circumstances. 

Reform  of  these  costly  mandated  Federal  spending  programs  will 
take  time.  Meanwhile,  in  order  to  keep  the  budget  deficit  as  low  as 
possible,  I  will  do  what  I  can. 

In  my  State  of  the  Union  and  subsequent  messages,  I  will  not  pro- 
pose any  new  Federal  spending  programs  except  for  energy,  and  the 
Congress — your  representatives  in  Washington — share  an  equal 
responsibility  to  see  that  no  new  spending  programs  are  enacted. 

I  will  not  hesitate  to  veto  any  new  spending  programs  the  Congress 
sends  to  me.  Many  proposed  Federal  spending  programs  are  desirable 
and  have  had  my  support  in  the  past.  They  cost  money — your  tax- 
dollars.  Mainly  it  is  time  to  declare  a  one-year  moratorium  on  new 
Federal  spending  programs. 

I  need  your  support  in  this.  It  is  vital  that  your  representatives  in 
Congress  know  that  you  share  this  concern  about  inflation. 

1  believe  the  Federal  Government  ought  to  show  all  Americans  it 
practices  what  it  preaches  about  sacrifices  and  self-restraint.  There- 
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fore,  I  will  insist  on  a  5  percent  limit  on  any  Federal  pay  increases  in 
1975,  and  I  will  ask  Congress  to  put  the  same  temporary  5  percent 
ceiling  on  automatic  cost  of  living  increases  in  Government  and 
military  retirement  pay  and  Social  Security. 

Government  alone  cannot  bring  the  cost  of  living  down,  but  until 
it  does  start  down,  Government  can  refrain  from  pushing  it  up.  For 
only  when  the  cost  of  living  comes  down  can  everybody  get  full  value 
from  a  pension  or  a  paycheck.  I  want  to  hasten  thai     ay. 

Tonight  I  have  summarized  the  highlights  of  my  energy  and  my 
economic  programs.  They  must  go  hand  in  hand,  as  I  see  it. 

On  Wednesday  I  will  spell  out  these  proposals  to  the  Congress. 
There  will  be  other  recommendations,  both  short-term  and  long-range, 
to  make  our  program  as  fair  to  all  as  possible. 

I  will  press  for  prompt  action  and  responsible  legislation.  The 
danger  of  doing  nothing  is  great.  The  danger  of  doing  too  much  is  just 
as  great. 

We  cannot  afford  to  throw  monkey  wrenches  into  our  complex 
economic  machine  because  it  isn't  running  at  full  speed.  We  are  in 
trouble,  but  we  are  not  on  the  brink  of  another  Great  Depression. 

Our  political  and  economic  system  today  is  many  times  stronger 
than  it  was  in  the  1930's.  We  have  income  safeguards  and  unemploy- 
ment cushions  built  into  our  economy.  I  have  taken  and  will  continue 
to  take  whatever  steps  are  needed  to  prevent  massive  dislocations 
and  personal  hardships  and,  in  particular,  the  tragedy  of  rising 
unemployment. 

But  sound  solutions  to  our  economic  difficulties  depend  primariV 
on  the  strong  support  of  each  one  of  you.  Self-restraint  must  be 
exercised  by  big  and  small  business,  by  organized  and  unorganized 
labor,  by  State  and  local  governments,  as  well  as  by  the  Federal 
Government. 

No  one  will  be  allowed  to  prosper  from  the  temporary  hardships 
most  of  us  willingly  bear,  nor  can  we  permit  any  special  interests  to 
gain  from  our  common  distress. 

To  improve  the  economic  outlook  we  must  rekindle  faith  in  our- 
selves. Nobody  is  going  to  pull  us  out  of  our  troubles  but  ourselves 
and  by  our  own  bootstraps. 

In  200  years  as  a  Nation  we  have  triumphed  over  external  enemies 
and  internal  conflicts  and  each  time  we  have  emerged  stronger  than 
before.  This  has  called  for  determined  leaders  and  dedicated  people, 
and  this  call  has  never  gone  unheeded. 

In  every  crisis,  the  American  people  have  closed  ranks,  rolled  up 
their  sleeves  and  rallied  to  do  whatever  had  to  be  done. 

I  ask  you  and  those  who  represent  you  in  the  Congress  to  work 
to  turn  our  economy  around,  declare  our  energy  independence  and 
resolve   to  make  our  free  society  again  the  wonder  of  the  world. 

The  beginning  of  our  Bicentennial  is  a  good  time  to  reaffirm  our 
pride  and  purpose  as  Americans  who  help  themselves  and  help  their 
neighbors  no  matter  how  tough  the  task.  For  my  part,  I  will  do  what 
I  believe  is  right  for  all  our  people — to  do  my  best  for  America  as  long 
as  I  occupy  this  historic  house. 

We  know  what  must  be  done.  The  time  to  act  is  now.  We  have  our 
Nation  to  preserve  and  our  future  to  protect.  Let  us  act  together. 

May  God  bless  our  endeavors.  Thank  you,  and  good  night. 

Gerald  R.  Ford. 
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EMBARGOED  FOR  RELEASE 
UNTIL  1:00  P.M. ,  EST 

EMBARGOED  FOR  WIRE  TRANSMISSION 
UNTIL  10:00  A.M.,  EST 


JANUARY  15,  1975 


Office  of  the  White  House  Press  Secretary 


THE  WHITE  HOUSE 


TO  THE  CONGRESS  OF  THE  UNITED  STATES: 


Twenty-six  years  ago,  a  freshman  Congressman,  a  young 
fellow,  with  lots  of  idealism  who  was  out  to  change  the 
world,  stood  before  Speaker  Sam  Rayburn  in  the  well  of 
this  House  and  solemnly  swore  to  the  same  oath  you  took 
yesterday.   That  is  an  unforgettable  experience,  and  I 
congratulate  you  all. 

Two  days  later,  that  same  freshman  sat  in  the  back  row 
as  President  Truman,  all  charged  up  by  his  single-handed 
election  victory,  reported  as  the  Constitution  requires 
on  the  State  of  the  Union. 


said: 


When  the  bipartisan  applause  stopped,  President  Truman 


"I  am  happy  to  report  to  this  Eighty-first  Congress 
that  the  State  cf  the  Union  is  good.  Our  Nation  is  better 
able  than  ever  before  to  meet  the  needs  of  the  American 
people  and  to  give  them  their  fair  chance  in  the  pursuit 
of  happiness.   It  is  foremost  among  the  nations  of  the 
world  in  the  search  for  peace." 

Today,  that  freshman  Member  from  Michigan  stands  where 
Mr.  Truman  stood  and  I  must  say  to  you  that  the  State  of  the 
Union  is  not  good. 

Millions  of  Americans  are  out  of  work.   Recession  and 
Inflation  are  eroding  the  money  of  millions  more.   Prices 
are  too  high  and  sales  are  too  slow. 
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This  year's  Federal  deficit  will  be  about  $30  billion; 
next  year's  probably  $^5  billion.   The  national  debt  will 
rise  to  over  $600  billion. 

Our  plant  capacity  and  productivity  are  not  increasing 
fast  enough.   We  depend  on  others  for  essential  energy. 

Some  people  question  their  government's  ability  to  make 
the  hard  decisions  and  stick  with  them.   They  expect  Washington 
politics  as  usual. 

Yet,  what  President  Truman  said  on  January  5,  19^9,  Is 
even  more  true  in  1975. 

We  are  better  able  to  meet  the  peoples'  needs. 

All  Americans  do  have  a  fairer  chance  to  pursue 
happiness.   Not  only  are  we  still  the  foremost  nation  in 
pursuit  of  peace,  but  today's  prospects  of  attaining  it 
are  infinitely  brighter. 

There  were  59,000,000  Americans  employed  at  the  start 
of  19^9.   Now  there  are  more  than  85,000,000  Americans  who 
have  Jobs.   In  comparable  dollars,  the  average  income  of 
the  American  family  has  doubled  during  the  past  26  years. 

Now,  I  want  to  speak  very  bluntly.   I've  got  bad  news, 
and  I  don't  expect  any  applause.  The  American  people  want 
action  and  it  will  take  both  the  Congress  and  the  President 
to  give  them  what  they  want .   Progress  and  solutions  can  be 
achieved.   And  they  will  be  achieved. 

My  message  today  is  not  intended  to  address  all  the 
complex  needs  of  America.   I  will  send  separate  messages 
making  specific  recommendations  for  domestic  legislation, 
such  as  General  Revenue  Sharing  and  the  extension  of  the 
Voting  Rights  Act. 

The  moment  has  come  to  move  in  a  new  direction.   We 
can  do  this  by  fashioning  a  new  partnership  between  the 
Congress,  the  White  House  and  the  people  we  both  represent. 

Let  us  mobilize  the  most  powerful  and  creative 
industrial  nation  that  ever  existed  on  this  earth  to  put 
all  our  people  to  work.   The  emphasis  of  our  economic 
efforts  must  now  shift  from  inflation  to  Jobs. 

To  bolster  business  and  industry  and  to  create  new 
Jobs,  I  propose  a  one-year  tax  reduction  of  $16  billion. 
Three-quarters  would  go. to  individuals  and  one-quarter  to 
promote  business  investment. 
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This  cash  rebate  to  individuals  amounts  to  12  percent 
of  1974  tax  payments  —  a  total  cut  of  $12  billion,  with  a 
maximum  of  $1,000  per  return. 

I  call  today  on  the  Congress  to  act  by  April  1.   If  you 
do,  the  Treasury  can  send  the  first  check  for  half  the  rebate 
in  May  and  the  second  by  September. 

The  other  one-fourth  of  the  cut,  about  $4  billion,  will 
go  to  businesses,  including  farms,  to  promote  expansion  and 
create  more  Jobs.   The  one-year  reduction  for  businesses 
would  be  In  the  form  of  a  liberalized  investment  tax  credit 
increasing  the  rate  to  12  percent  for  all  businesses. 

This  tax  cut  does  not  include  the  more  fundamental 
reforms  needed  in  our  tax  system.   But  it  points  us  in  the 
right  direction  —  allowing  us  as  taxpayers  rather  than  the 
Government  to  spend  our  pay. 

Cutting  taxes,  now,  is  essential  if  we  are  to  turn  the 
economy  around.   A  tax  cut  offers  the  best  hope  of  creating 
more  Jobs.   Unfortunately,  It  will  increase  the  size  of  the 
budget  deficit.   Therefore,  it  is  more  important  than  ever 
that  we  take  steps  to  control  the  growth  of  Federal 
expenditures . 

Part  of  our  trouble  is  that  we  have  been  self-indulgent. 
For  decades,  we  have  been  voting  ever-Increasing  levels  of 
Government  benefits  —  and  now  the  bill  nas  come  due.   We 
have  been  adding  so  many  new  programs  that  the  size  and 
growth  of  the  Federal  budget  has  taken  on  a  life  of  its 
own. 

One  characteristic  of  these  programs  is  that  their 
cost  increases  automatically  every  year  because  the  number 
of  people  eligible  for  most  of  these  benefits  increases 
every  year.   When  these  programs  are  enacted ,  there  is  no 
dollar  amount  set.  ■  No  one  knows  what  they  will  cost.   All 
we  know  is  that  whatever  they  cost  last  year,  they^  will  cost 
more  next  year. 

It  is  a  question  of  simple  arithmetic.   Unless  we  check 
the  excessive  growth  of  Tederal  expenditures  or  i/rpose  on 
ourselves  matching  Increases  in  taxes,  we  will  cca'.inue  to 
run  huge  inflationary  deficits  in  the  Federal  budget. 

If  we  project  the-  current  built-in  momentum  of  Federal 
spending  through  the  next  15  years,  Federal,  .'State,  and  local 
government  expend!, ares  could  easily  comprise  half  of  our 
gross  national  product.   This  compares  with  less  than  a  third 
in  1975. 
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I  am  now  in  the  process  of  preparing  the  budget  sub- 
missions for  fiscal  year  1976.   In  that  budget,  I  will 
propose  legislation  to  restrain  the  growth  of  a  number  of 
existing  programs.   I  have  also  concluded  that  no  new 
spending  programs  can  be  initiated  this  year,  except  those 
for  energy.   Further,  I  will  not  hesitate  to  veto  any  new 
spending  programs  adopted  by  the  Congress. 

As  an  additional  step  toward  putting  the  Federal 
government's  house  in  order,  I  recommend  a  five  percent 
limit  on  Federal  pay  increases  in  1975-   In  all  Government 
programs  tied  to  the  consumer  price  index  —  including 
social  security,  civil  service  and  military  retirement 
pay,  and  food  stamps  —  I  also  propose  a  one-year  maximum 
increase  of  5  percent. 

None  of  these  recommended  ceiling  limitations,  over 
which  the  Congress  has  final  authority,  are  easy  to  propose, 
because  in  most  cases  they  involve  anticipated  payments  to 
many  deserving  people.   Nonetheless,  it  must  be  done.   I 
must  emphasize  that  I  am  not  asking  you  to  eliminate, 
reduce  or  freeze  these  payments.   I  am  merely  recommending 
that  we  slow  down  the  rate  at  which  these  payments  increase 
and  these  programs  grow. 

Only  a  reduction  in  the  growth  in  spending  can  keep 
Federal  borrowing  down  and  reduce  the  damage  to  the  private 
sector  from  high  interest  rates.   Only  a  reduction  in 
spending  can  make  it  possible  for  the  Federal  Reserve 
System  to  avoid  an  inflationary  growth  in  the  money  supply 
and  thus  restore  balance  to  our  economy.   A  major  reduction 
in  the  growth  of  Federal  spending  can  help  to  dispel  the 
uncertainty  that  so  many  feel  about  our  economy,  and  put 
us  on  the  way  to  curing  our  economic  ills. 

If  we  do  not  act  to  slow  down  the  rate  of  increase  in 
Federal  spending,  the  United  States  Treasury  will  be  legally 
obligated  to  spend  more  than  $360  billion  in  Fiscal  Year 
1976  —  even  if  no  new  programs  are  enacted.   These  are 
not  matters  of  conjecture  or  prediction,  but  again  of  simple 
arithmetic.   The  size  of  these  numbers  and  their  implications 
for  our  everyday  life  and  the  health  of  our  economic  system 
are  shocking. 

I  submitted  to  the  last  Congress  a  list  of  budget 
deferrals  and  recisions.   There  will  be  more  cuts  recom- 
mended in  the  budget  I  will  submit.   Even  so,  the  level 
of  outlays  for  fiscal  year  1976  is  still  much  too  high. 
Not  only  is  it  too  high  for  this  year  but  the  decisions 
we  make  now  inevitably  have  a  major  and  growing  impact  on 
expenditure  levels  in  future  years.   This  is  a  fundamental 
issue  we  must  Jointly  solve. 
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The  economic  disruption  we  and  others  are  experiencing 
stems  in  part  from  the  fact  that  the  world  price  of  petroleum 
has  quadrupled  in  the  last  year.   But  we  cannot  put  all  of 
the  blame  on  the  oil-exporting  nations.   We  in  the 
United  States  are  not  blameless.   Our  growing  dependence 
upon  foreign  sources  has  been  adding  to  our  vulnerability 
for  years  and  we  did  nothing  to  prepare  ourselves  for  an 
event  such  as  the  embargo  of  1973- 

During  the  1960s,  this  country  had  a  surplus  capacity 
of  crude  oil,  which  we  were  able  to  make  available  to  our 
trading  partners  whenever  there  was  a  disruption  of  supply. 
This  surplus  capacity  enabled  us  to  influence  both  supplies 
and  prices  of  crude  oil  throughout  the  world.   Our  excess 
capacity  neutralized  any  effort  at  establishing  an  effective 
cartel,  and  thus  the  rest  of  the  world  was  assured  of 
adequate  supplies  of  oil  at  reasonable  prices. 

In  the  1960s,  our  surplus  capacity  vanished  and,  as  a 
consequence,  the  iatent  power  of  the  oil  cartel  could  emerge 
in  full  force.   Europe  and  Japan,  both  heavily  dependent  on 
imported  oil,  now  struggle  to  keep  their  economies  in 
balarce.   Even  the  United  States,  which  is  far  more  self- 
sufficient  than  most  other  industrial  countries,  has  been 
put  under  serious  pressure. 

I  am  proposing  a  program  which  will  begin  to  restore 
our  country's  surplus  capacity  in  total  energy.   In  this 
way,  we  will  be  able  to  assure  ourselves  reliable  and 
adequate  energy  and  help  foster  a  new  world  energy  stability 
for  other  major  consuming  nations. 

But  this  Nation  and,  in  fact,  the  world  must  face  the 
prospect  of  energy  difficulties  between  now  and  1985 .   This 
program  will  impose  burdens  on  all  of  us  with  the  aim  of 
reducing  our  consumption  of  energy  and  increasing  pro- 
duction.  Great  attention  has  been  paid  to  considerations 
of  fairness  and  I  can  assure  you  that  the  burdens  will  not 
fall  more  harshly  on  those  less  able  to  bear  them. 

I  am  recommending  a  plan  to  make  us  invulnerable  to 
cut-offs  of  foreign  oil.   It  will  require  sacrifices. 
But  it  will  work. 

I  have  set  the  following  national  energy  goals  to 
assure  that  our  future  is  as  secure  and  productive  as 
our  past : 

First ,  we  must  reduce  oil  imports  by  1  million 
barrels  per  day  by  the  end  of  this  year  and  by 
2  million  barrels  per  day  by  the  end  of  1977. 
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Second,  we  must  end  vulnerability  to  economic 
disruption  by  foreign  suppliers  by.1985. 

—  Third,  we  must  develop  our  energy  technology 
and  resources  so  that  the  United  States  has 
the  ability  to  supply  a  significant  share  of 
the  energy  needs  of  the  Free  World  by  the  end 
of  this  century. 

To  attain  these  objectives,  we  need  immediate  action 
to  cut  imports.   Unfortunately,  in  the  short-term  there 
are  only  a  limited  number  of  actions  which  can  increase 
domestic  supply.   I  will  press  for  all  of  them. 

I  urge  quick  action  on  legislation  to  allow  commercial 
production  at  the  Elk  Hills,  California,  Naval  Petroleum 
Reserve.   In  order  that  we  make  greater  use  of  domestic  coal 
resources,  I  am  submitting  amendments  to  the  Energy  Supply 
and  Environmental  Coordination  Act  which  will  greatly 
increase  the  number  of  power  plants  that  can  be  promptly 
converted  to  coal. 

Voluntary  conservation  continues  to  be  essential,  but 
tougher  programs  are  also  needed  —  and  needed  now.   There- 
fore, I  am  using  Presidential  powers  to  raise  the  fee  on 
all  imported  crude  oil  and  petroleum  products.   Crude  oil 
fee  levels  will  be  increased  $1  per  barrel  on  February  1, 
by  $2  per  barrel  on  March  1  and  by  $3  per  barrel  on  April  1. 
I  will  take  action  to  reduce  undue  hardship  on  any  geo- 
graphical region.   The  foregoing  are  interim  administrative 
actions.   They  will  be  rescinded  when  the  necessary 
legislation  is  enacted. 

To  that  end,  I  am  requesting  the  Congress  to  act  within 
90  days  on  a  more  comprehensive  energy  tax  program.   It 
includes : 

—  Excise  taxes  and  import  fee3  totalling  $2  per 
barrel  on  product  imports  and  on  all  crude  oil. 

Deregulation  of  new  natural  gas  and  enactment  of 
a  natural  gas  excise  tax. 

—  Enactment  of  a  windfall  profits  tax  by  April  1 
to  ensure  that  oil  producers  do  not  profit 
unduly.   At  the  same  time  I  plan  to  tike 
Presidential  initiative  to  decontrol  the  price 
of  domestic  crude  oil  on  April  1. 
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The  sooner  Congress  acts,  the  more  effective  the  oil 
conservation  program  will  be  and  the  quicker  the  Federal 
revenues  can  be  returned  to  our  people. 

I  am  prepared  to  use  Presidential  authority  to  limit 
imports,  as  necessary,  to  assure  the  success  of  this  program. 

I  want  you  to  know  that  before  deciding  on  my  energy 
conservation  program,  I  considered  rationing  and  higher 
gasoline  taxes  as  alternatives.   Neither  would  achieve 
the  desired  results  and  both  would  produce  unacceptable 
inequities. 

A  massive  program  must  be  initiated  to  increase  energy 
supply,  cut  demand  and  provide  new  standby  emergency 
programs  to  achieve  the  independence  we  want  by  1985 • 
The  largest  part  of  increased  oil  production  must  come 
from  new  frontier  areas  on  the  Outer  Continental  Shelf 
and  from  the  Naval  Petroleum  Reserve  No.  4  in  Alaska.   It 
is  the  intention  of  this  Administration  tc  rc*?e  a'nfesd  T-ith 
exploration,  leasing  and  production  on  those  .^ronti.er 
areas  of  the  Outer  Continental  Shelf  where  the  environ- 
mental risks  are  acceptable. 

Use  of  our  most  abundant  domestic  resource  —  coal  — 
is  severely  limited.   We  must  strike  a  reasonable  compromise 
on  environmental  concerns  with  coal.   I  am  submitting  Clean 
Air  Act  amendments  which  will  allow  greater  coal  use  with- 
out sacrificing  our  clean  air  goals. 

I  vetoed  the  strip  mining  legislation  passed  by  the  last 
Congress.   With  appropriate  changes,  I  will  sign  a  revised 
version  into  law. 

I  am  proposing  a  number  of  actions  to  energize  our 
nuclear  power  program.   I  will  submit  legislation  to 
expedite  nuclear  licensing  and  the  rapid  selection  of  sites. 

In  recent  months,  utilities  have  cancelled  or  postponed 
over  60  percent  of  planned  nuclear  expansion  and  30  percent 
of  planned  additions  to  non-nuclear  capacity.   Financing 
problems  for  that  industry  are  growing  worse.   I  am  there- 
fore recommending  that  the  one  year  investment  tax  credit 
of  12  percent  be  extended  an  additional  two  years  to 
specifically  speed  the  construction  of  power  plants  that 
do  not  use  natural  gas  or  oil.   I  am  also  submitting 
proposals  for  selective  changes  in  State  utility  commission 
regulations. 
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To  provide  the  critical  stability  for  our  domestic 
energy  production  in  the  face  of  world  price  uncertainty, 
I  will  request ^legislation  to  authorize  and  require  tariffs, 
import  quotas  or  price  floors  to  protect  our  energy  prices 
at  levels  which  will  achieve  energy  independence. 

Increasing  energy  supplies  is  not  enough.   We  must  also 
take  additional  steps  to  cut  long-term  consumption.   I 
therefore  propose: 

—  Legislation  to  make  thermal  efficiency  standards 
mandatory  for  all  new  buildings  in  the  United  States 
These  standards  would  be  set  after  appropriate 
consultation  with  architects,  builders  and  labor. 

—  A  new  tax  credit  of  up  to  $150  for  those  home 
owners  who  install  insulation  equipment. 

—  The  establishment  of  an  energy  conservation 
program  to  help  low  income  families  purchase 
insulation  supplies. 

—  Legislation  to  modify  and  defer  automotive 
pollution  standards  for  5  years  to  enable  us 

to  improve  new  automobile  gas  mileage  40  percent 
by  1980. 

These  proposals  and  actions,  cumulatively,  can  reduce 
our  dependence  on  foreign  energy  supplies  to  3-5  million 
barrels  per  day  by  1985-   To  make  the  United  States 
invulnerable  to  foreign  disruption,  I  propose  standby 
emergency  legislation  and  a  strategic  storage  program  of 
1  billion  barrels  of  oil  for  domestic  needs  and  300  million 
barrels  for  defense  purposes. 

I  will  ask  for  the  funds  needed  for  energy  research 
and  development  activities.   I  have  established  a  goal  of 
1  million  barrels  of  synthetic  fuels  and  shale  oil  production 
per  day  by  1985  together  with  an  incentive  program  to  achieve 
it. 

I  believe  in  America's  capabilities.   Within  the  next 
ten  years,  'my  program  envisions: 

200  major,  nuclear  power  plants, 

250  major  new  coal  mines, 

150  major  coal-fired  power  plants, 

30  major  new  oil  refineries, 

8 


184 


20  major  new  synthetic  fuel  plants, 

the  drilling  of  many  thousands  of  new  oil  wells, 

—  the  insulation  of  18  million  homes, 

—  and  construction  of  millions  of  new  automobiles , 
trucks  and  buses  that  use  much  less  fuel. 

We  can  do  it.   In  another  crisis  —  the  one  in  19^2  — 
President  Franklin  D.  Roosevelt  said  this  country  would 
build  60,000  aircraft.   By  19^3,  production  had  reached 
125,000  airplanes  annually. 

If  the  Congress  and  the  American  people  will  work  with 
me  to  attain  these  targets,  they  will  be  achieved  and 
surpassed. 

From  adversity,  let  us  seize  opportunity.   Revenues  of 
some  $30  billion  from  higher  energy  taxes  designed  to 
encourage  conservation  must  be  refunded  to  the  American 
people  in  a  manner  which  corrects  distortions  in  our  tax 
system  wrought  by  inflation. 

People  have  been  pushed  into  higher  tax  brackets  by 
inflation  with  a  consequent  reduction  in  their  actual 
spending  power.   Business  taxes  are  similarly  distorted 
because  inflation  exaggerates  reported  profits  resulting 
in  excessive  taxes. 

Accordingly,  I  propose  that  future  individual  income 
taxes  be  reduced  by  $16.5  billion.   This  will  be  done  by 
raising  the  low  income  allowance  and  reducing  tax  rates. 
This  continuing  tax  cut  will  primarily  benefit  lower  and 
middle  income  taxpayers . 

For  example,  a  typical  family  of  four  with  a  gross 
income  of  $5,600  now  pays  $185  in  Federal  income  taxes. 
Under  this  tax  cut  plan,  they  would  pay  nothing.   A  family 
of  four  with  a  gross  income  of  $12,500  now  pays  $1,260  in 
Federal  taxes.   My  plan  reduces  that  by  $300.   Families 
grossing  $20,000  would  receive  a  reduction  of  $210. 

Those  with  the  very  lowest  incomes,  who  can "least 
afford  higher  costs,  must  also  be  compensated.   I  propose 
a  payment  of  $80  to  every  person  18  years  of  age  and 
older  in  that  category. 

State  and  local  governments  will  receive  $2  billion 
in  additional  revenue  sharing  to  offset  their  increased 
energy  costs. 
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To  offset  inflationary  distortions  and  to  generate 
more  economic  activity,  the  corporate  tax  rate  will  be 
reduced  from  48  percent  to  H2   percent. 

Now,  let  me  turn  to  the  international  dimension  of  the 
present  crisis.   At  no  time  in  our  peacetime  history  has 
the  state  of  the  Nation  depended  more  heavily  on  the  state 
of  the  world.   And  seldom  if  ever  has  the  state  of  the 
world  depended  more  heavily  on  the  state  of  our  Nation. 

The  economic  distress  is  global.   We  will  not  solve 
it  at  heme  unless  we  help  to  remedy  the  profound  economic 
dislocation  abroad.   World  trade  and  momentary  structure 
provides  markets,  energy,  food  and  vital  raw  materials  — 
for  all  nations.   This  international  system  is  now  in 
jeopardy. 

This  Nation  can  be  proud  of  significant  achievements 
in  recent  years  in  solving  problems  and  crises .   The  Berlin 
Agreement,  the  SALT  agreements,  our  new  relationship  with 
China,  the  unprecedented  efforts  in  the  Middle  East  —  are 
immensely  encouraging.   But  the  world  is  not  free  from 
crisis.   In  a  world  of  150  nations,  where  nuclear  technology 
is  proliferating  and  regional  conflicts  continue,  inter- 
national security  cannot  be  taken  for  granted. 

So  let  there  be  no  mistake  about  it:   international 
cooperation  is  a  vital  fact  of  our  lives  today.  This  is 
not  a  moment  for  the  American  people  to  turn  inward. 
Tlore  than  ever  before ,  our  own  well-being  depends, on 
America's  determination  and  leadership  in  the  world. 

We  are  a  great  Nation  —  spiritually,  politically, 
militarily,  diplomatically  and  economically.   America's 
commitment  to  international  security  has  sustained  the 
safety  of  allies  and  friends  in  many  areas  —  in  the 
Middle  East,  in  Europe,  in  Asia.   Our  turning  away  would 
unleash  new  instabilities  and  dangers  around  the  globe 
which  would,  in  turn,  threaten  our  own  security. 

At  the  end  of  World  War  II,  we  turned  a  similar 
challenge,  into  an  historic  achievement.   An  old  order  was 
in  disarray;  political  and  economic  institutions  were 
shattered.   In  that  period,  this  Nation  and  its  partners 
built  new  institutions,  new  mechanisms  of  mutual  support 
and  cooperation.   Today,  as  then,  we  face  an  historic 
opportunity.   If  we  act,  imaginatively  and  boldly,  as  we 
acted  then,  this  period  will  in  retrospect  be  seen  as  one 
of  the  great  creative  moments  of  our  history. 

The  whole  world  is  watching  to  see  how  we  respond. 
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A  resurgent  American  economy  would  do  more  to  restore 
the  confidence  of  the  world  in  its  own  future  than  anything 
else  we  can  do.   The  program  that  this  Congress  will  pass 
can  demonstrate  to  the  world  that  we  have  started  to  put 
our  own  house  in  order.   It  can  show  that  this  Nation  is 
able  and  willing  to  help  other  nations  meet  the  common 
challenge.   It  can  demonstrate  that  the  United  States 
will  fulfill  its  responsibility  as  a  leader  among  nations. 

At  stake  is  the  future  of  the  industrialized  democracies, 
which  have  perceived  their  destiny  in  common  and  sustained 
it  in  common  for  30  years. 

The  developing  nations  are  also  at  a  turning  point. 
The  poorest  nations  see  their  hopes  of  feeding  their  hungry 
and  developing  their  societies  shattered  by  the  economic 
crisis.   The  long-term  economic  future  for  the  producers 
of  raw  materials  also  depends  on  cooperative  solutions. 

Our  relations  with  the  Communist  countries  are  a  basic 
factor  of  the  world  environment.   We  must  seek  to  build  a 
long-term  basis  for  coexistence.   We  will  stand  by  our 
principles  and  our  interests;  we  will  act  firmly  when 
challenged.   The  kind  of  world  we  want  depends  on  a  broad 
policy  of  creating  mutual  incentives  for  restraint  and 
for  cooperation. 

As  we  move  forward  to  meet  our  global  challenges  and 
opportunities,  we  must  have  the  tools  to  do  the  job. 

Our  military  forces  are  strong  and  ready.   This 
military  strength  deters  aggression  against  our  allies, 
stabilizes  our  relations  with  former  adversaries  and 
protects  our  homeland.   Fully  adequate  conventional  and 
strategic  forces  cost  many  billions,  but  these  dollars 
are  sound  insurance  for  our  safety  and  a  more  peaceful 
world. 

Military  strength  alone  is  not  sufficient.   Effective 
diplomacy  is  also  essential  In  preventing  conflict  and 
building  world  understanding.   The  Vladivostok  negotiations 
with  the  Soviet  Union  represent  a  major  step  in  moderating 
itrate'gic  &rms  competition.  My  recent  discussions  with 
leaders  of  the  Atlantic  Community,  Japan  and  South  Korea 
have  contributed  to  our  meeting  the  common  challenge. 

But  we  have  serious  problems  before  us  that  require 
cooperation  between  the  President  and  the  Congress.   By 
the  Constitution  and  tradition,  the  execution  of  foreign 
policy  is  the  responsibility  of  the  President. 
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In  recent  years,  under  the  stress  of  the  Vietnam  War, 
legislative  restrictions  on  the  President's  capability  to 
execute  foreign  and  military  decisions  have  proliferated. 
As  a  member  of  the  Congress,  I  opposed  some  and  approved 
others.   As  President,  I  welcome  the  advice  and  cooperation 
of  the  House  and  Senate. 

But,  if  our  foreign  policy  is  to.be  successful  we 
cannot  rigidly  restrict  in  legislation  the  ability  of  the 
President  to  act.   The  conduct  of  negotiations  is  ill 
suited  to  such. limitations .   For  my  part,  I  pledge  this 
Administration  will  act  in  the  closest  consultations  with 
the  Congress  as  we  face  delicate  situations  and  troubled 
times  throughout  the  globe. 

When  I  became  President  only  five  months  ago,  I  promised 
the  last  Congress  a  policy  of  communication,  conciliation, 
compromise  and  cooperation.   I  renew  that  pledge  to  the  new 
members  of  this  Congress. 

To  sum  up : 

America  needs  a  new  direction  which  I  have  sought  to 
chart  here  today  —  a  change  of  course  which  will: 

—  put  the  unemployed  back  to  work; 

—  increase  real  income  and  production; 

.e —  restrain  the  growth  of  government  spending; 

achieve  energy  independence;  and 

advance  the  cause  of  world  understanding. 

We  have  the  ability.   We  have  the  know-how.   In  part- 
nership with  the  American  people,  we  will  achieve  these 
objectives . 

As  our  200th  anniversary  approaches,  we  owe  it  to 
ourselves,  and  to  posterity,  to  rebuild  our  political  and 
economic  strength.   Let  us  make  America,  once  again,  and 
for  centuries  more  to  come,  what  it  has  so  long  been  —  a 
stronghold  and  beacon-light  of  liberty  for  the  world. 


GERALD  R.  FORD 

THE  WHITE  HOUSE,  12 

January  15,  1975. 
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The  President's  Energy  Frogran 
(including  energy  taxes  and  fees) 

The  President's  State  of  the  Union  Address  outlined  the  iiation 
energy  outlook,  set  forth  national  energy  policy  objectives, 
and  described  actions  he  is  taking  immediately  and  indicated 
proposals  he  is  asking  the  Congress  to  pass. 

SACICGP.OUilD 

Over  the  past  two  years,  progress  has  been  made  in  conserving 
energy,  expanding  energy  Ru?3  and  improving  Federal  government 
energy  organization.   Despite  such  acconsplishnents,  we  have 
not  succeeded  in  solving  fundamental  problems  and  our  National 
energy  situation  is  critical.   Our  reliance  on  foreign  sources 
of  petroleum  is  contributing  to  both  inflationary  and  reces- 
sionary pressures  in  the  United  States.   World  economic 
stability  is  threatened  and  several  industrialized  nations 
dependent  upon  imported  oil  are  facing  severe  economic 
disruption. 

With  respect  to  the  U.S.  energy  situation: 

Petroleum  is  readily  available  from  foreign 
sources  --  but  at  arbitrarily  high  prices, 
causing  massive  outflow  of  dollars,  and  at 
the  risk  of  increasing  our  Nation's  vulnera- 
bility to  severe  economic  disruption  should 
another  embargo  be  imposed. 

Petroleum  imports  remain  at  high  levels 
even  at  present  high  prices. 

Domestic  oil  production  continues  to 
decline  as  older  fields  are  depleted  and 
new  fields  are  years  from  production;  J.C 
million  barrels  per  day  in  1974  compared 
to  9.2  million  in  1973. 

Total  U.S.  petroleum  consumption  is 
increasing,  although  at  slower  rates 
due  to  higher  prices . 

Natural  gas  shortages  are  forcing  curtailment  of 
supplies  to  many  industrial  firms  and  denial  of 
service  to  new  residential  customers.   (147, 
expected  this  winter  versus  7%  last  year.)   This 
is  resulting  in  unemployment ,  reductions  in  the 
production  of  fertilizer  needed  to  increase  food 
supplies,  and  increased  demand  for  alternative 
fuels  —  primarily  imported  oil. 
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Coal  production  is  at  about  the  same  level  as  in 
the  1930' s. 

Nuclear  energy  accounts  for  only  1  percent  of  total 
energy  supply  and  new  plants  are  being  delayed, 
postponed  or  cancelled. 

Overall  energy  consumption  is  beginning  to  increase 
again. 

U.S.  vulnerability  to  economic  and  social  impact 
from  an  embargo  increases  with  higher  imports  and 
will  continue  to  do  so  until  we  reverse  current 
trends,  ready  standby  plans,  and  Increase  petroleum 
storage . 

Economic  impacts  of  the  four-fold  increase  in  OPEC  oil 
prices  include: 

Heavy  outflow  of  U.S.  dollars  (and,  in  effect, 
jobs)  to  pay  for  growing  oil  imports  •---  about 
$24  billion  in  1974  compared  to  $2.7  billion 
in  1970. 

Tremendous  balance  of  payments  deficits  and 
possible  economic  collapse  for  those  nations 
of  Europe  and  Asia  that  must  depend  upon 
expensive  imported  oil  as  a  primary  energy 
source . 

Accumulation  of  billions  of  dollars  of  surplus 
revenues  in  oil  exporting  nations  —  approxi 
mately  $60  billion  in  1974  alone. 


U.S.  ENERGY  OUTLOOK 

I.  Near-Term  (1975-1977):   In  the  next  2-3  years^  there  are 
only  a  few  steps  that  can  be  taken  to  increase  domestic 
energy  supply  particularly  due  to  the  long  lead  time  for 
new  production.   Oil  imports  will  thus  continue  to  rise 
unless  demand  is  curbed. 

II.  Mid-Term  (1975-1985).  In  the  next  ten  years,  there  is 
greater  flexibility.  A  number  of  actions  can  be  taken 
to  increase  domestic  supply,  convert  from  foreign  oil 

to  domestic  coal  and  nuclear  energy,  and  reduce  demand  -• 
if  the  Nation  takes  tough  actions.   Vulnerability  to  an 
embargo  can  be  eliminated. 
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III.  Long-Term  (Beyond  1985):   Emerging  energy  sources  can 

play  a  bigger  role  in  supplying  U.S.  needs  —  the  results 
of  the  Nation's  expanded  energy  research  and  development 
program.   U.S.  independence  can  be  maintained.   New 
technologies  are  the  most  significant  opportunity  for 
other  consuming  nations  with  limited  domestic  resources. 


NATIONAL  ENERGY  POLICY  GOALS  AND  PRINCIPLES  ANNOUNCED  BY 
THE  PRESIDENT 

I.  Near-Term  (1975-1977):   Reduce  oil  Imports  by  1  million 
barrels  per  day  by  the  end  of  1975  and  2  million  barrels 
by  the  end  of  1977,  through  immediate  actions  to 
reduce  energy  demand  and  increase  domestic  supply. 

(A)  With  no  action,  imports  would  be  about  8  million 
barrels  per  day  by  the  end  of  1977,  more  than 

20  percent  above  the  1973  pre-embargo  levels. 

(B)  Acting  to  meet  the  1977  goal  will  reduce  imports 
below  1973  levels,  assuring  reduced  vulnerability 
from  an  embargo  and  greater  consumer  nation 
cooperation. 

(C)  More  drastic  short-term  reductions  would  have 
unacceptable  economic  impacts. 

II.  Mid-Term  (1975-1985):   Eliminate  vulnerability  by 
achieving  the  capacity  for  full  energy  independence 
by  1985.   This  means  1985  imports  of  no  more  than 
3-5  million  barrels  of  oil  per  day,  all  of  which  can 
be  replaced  immediately  from  a  strategic  storage 
system  and  managed  with  emergency  measures. 

(A)  With  no  action,  oil  imports  by  1985  could  be 
reduced  to  zero  at  prices  of  $11  per  barrel  or 
more  —  or  they  could  go  substantially  higher 
if  world  oil  prices  are  reduced  (e.g.,  at  $7 
per  barrel,  U.S.  consumption  could  reach 

2k   million  barrels  per  day  with  imports  of 
above  12  million,  or  above  505?  of  the  total.) 

(B)  The  U.S.  anticipates  a  reduction  in  world  oil 
prices  over  the  next  several  years.   Hence, 
plans  and  policies  must  be  established  to 
achieve  energy  independence  even  at  lower 
prices  —  countering  the  normal  tendency  to 
increase  imports  as  the  price  declines. 
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(C)   Actions  to  meet  the  1985  goal  will  hold  imports 
to  no  more  than  3-5  million  barrels  per  day 
even  at  $7  per  barrel  prices.   Protection  against 
an  embargo  of  the  remaining  imports  can  then  be 
handled  most  economically  with  storage  and 
standby  emergency  measures . 

III.  Long-Term  (Beyond  1985) :   Within  this  century,  the  U.S. 
should  strive  to  develop  technology  and  energy  resources 
to  enable  it  to  supply  a  significant  share  of  the 
Free  World's  energy  needs. 

(A)   Other  consuming  nations  have  insufficient  fossil 
fuel  resources  to  reach  domestic  energy 
self  -sufficiency. 


IV. 


(B)   The  U.S.  can  again  become  a  world  energy  supplier 
and  foster  world  energy  price  stability  —  much 
the  same  as  the  nation  did  prior  to  the  1960's 
when  it  was  a  major  supplier  of  world  oil. 

Principles :   Actions  to  achieve  the  above  national 
energy  goals  must  be  based  upon  the  following 
principles : 


Provide  energy  to  the  American  consumer  at  the 
lowest  possible  cost  consistent  with  our  need 
for  secure  energy  supplies. 

Make  energy  decisions  consistent  with  our  overall 
economic  goals. 

Balance  environmental  goals  with  energy  require- 
ments . 

Rely  upon  the  private  sector  and  market  forces 
as  the  most  efficient  means  of  achieving  the 
Nation's  goals,  but  act  through  the  government 
where  the  private  sector  is  unable  to  achieve 
our  goals. 


Seek  equity  among  all  our  citizens  in  sharing 
of  benefits  and  costs  of  our  energy  program. 

Coordinate  our  energy  policies  with  those  of 
other  consuming  nations  to  promote  interde- 
pendence ,  as  well  as  independence. 
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ACTI0i:3  UuWViiCKD  TC'JAV 


I.    ACTIOIIS  Ai«!0U.JCCD  SY  TkF  PRESIDENT  TO  E.;!' 
[^.^Pir'f^ajf  Tl075-T?'77) 

To  neet  the  national  goals,  the  President  outlined  a  con 
prehensive  program  of  legislative  proposals  to  the  Congress 
which  he  requested  be  enacted  within  00  days  and  adninistra- 
tive  actions  that  he  './ill  begin  innlenenting  irriedietely . 
The  legislative  package  is  nore  effective  and  equitable  than 
the  aduinistrative  prof.ran,  but  the  President  indicated  that 
the  seriousness  of  the  situation  der-.anded  innediate  action. 
T.iese  actions  will  reduce  overall  energy  denand ,  increase 
uor.es tic  production,  increase  conversion  to  coal,  and  reduce 
oil  inports.   They  include: 

(A)   /^U^iriistrative  Actions 

1.    Iiiport  Fee   -  Because  of  the  seriousness 

ofthe  pYobleu  and  because  tine  is  reouired 
for  Congressional  action  on  txis    legislative 
proposals,  the  .'resident  is  acting  innediately 
within  existing  authorities  to  increase  the 
ii-iport  fees  on  crude  oil  and  petroleun 
products .   These  new  it  iport  fees  would  be 
i.odified  upon  passape  o^  the  President's 
legislative  package . 

(a)  Inport  fees  on  crude  oil  and  petroleum 
products  under  the  authority  o*   the  Trade  Ib;r>an 
sion  Act  of  1^02,  as  anended,  will  be  increased 
by  $1  effective  February  1,  1073,  an  additional 
yl  effective  ,  larch  1,  and  another  $1  effective 
April  1,  for  a  total  increase  of  $3.">0  ner 
barrel.  Currently  existing  fees  will  also 

rei  ain  in  effect . 

(b)  FdA's  ;01d  Oil  Cntitlenents   pro'-rar. 
will  be  utilized  to  spread  price  increases 
on  crude  anong  all  refiners  and  to  lessen 
disproportionate  regional  effects,  par- 
ticularly in  the  northeast. 

(c)  As  of  February  1075..  product  inports 
will  cease  to  be  covered  by  FIlA's   Old  Oil 
Untitle: .ents   oroprar:.   In  order  to  overcone 
any  severe  regional  iimacts  that  could  be 
caused  by  large  fees  in  inport  dependent 
areas,  inported  products  will  receive  a 
rebate  corresponding  to  the  benefit  which 
t-'ould  have  been  obtained  under  that 
progran.   The  rebate  should  be  approxit  ately 
vl.00  in  Felruary,  $1.40  in  tarch,  and  yl.C^ 
per  barrel  in  April. 

(d)  This  inport  fee  prograr.  would  reduce 
inports  by  about  300 , 000' barrels  per  day. 

In  April  it  uould  generate  about  $400  r.illion 
per  nonth  in  revenues . 
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2 .  Backup  Import  Control  Program  -—  The  energy 
conservation  measures  and  tax  proposals 

will  be  supplemented  by  the  use  of  Presidential 
power  to  limit  oil  imports  as  necessary  to 
achieve  the  near -term  goals. 

3.  Crude  Oil  Price  Decontrol  —  To  stimulate 
production  and  further  cut  demand,  steps 
will  be  taken  to  remove  price  controls 

on  domestic  crude  oil  by  April  1,  1975, 
subject  to  congressional  disapproval  as 
provided  by  sU(g)  of  the  Emergency 
Petroleum  Allocation  Act  of  1973- 

*J .    Increase  Public  Education  on  Energy 

Conservation  —  Energy  Resources  Council 
will  step  up  its  efforts  to  provide  Infor- 
mation on  energy  conservation  methods  and 
benefits . 

(B)   Legislative  Proposals 

1.    Comprehensive  Tax  and  Decontrol  Program  — 
The  President  asked  the  Congress  to  pass 
within  90  days  a  comprehensive  legislative 
package  which  could  lead  to  reduction  of 
oil  imports  of  900,000  barrels  per  day 
by  1975  and  1.6  million  barrels  by  1977. 
Average  oil  prices  would  rise  about  $4.00 
per  barrel  of  $.10  per  gallon.   The  package 
which  will  raise  $30  billion  in  revenues 
on  an  annual  basis  includes  : 

(a)  Windfall  Profits  Tax  —  A  tax  on  all 
domestic  crude  oil  to  capture  the  windfall 
profits  resulting  from  price  decontrol. 
The  tax  would  take  BS%   of  the  windfall 
profits  on  crude  oil  and  would  phase  out 
over  several  years.   The  tax  would  be 
retroactive  to  January  1,  1975- 

(b)  Petroleum  Excise  Tax  and  Import  Fee  — 
An  excise  tax  on  all  domestic  crude  oil 

of  $2  per  barrel  and  a  fee  on  imported 
crude  oil  and  product  Imports  of  $2  per 
barrel.   The  new,  administratively  established 
import  fee  of  $3  on  crude  oil  would  be  reduced 
to  $2.00  and  $1.20  fee  on  products  would  be 
increased  to  $2.00  when  the  tax  is  enacted. 
The  product  import  fee  would  keep  the  excise 
tax  from  encouraging  foreign  refining  and 
the  related  loss  of  Jobs  to  the  U.S. 
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(c)   New  Natural  Gas  E'eregulation  —  Remove 
Federal  Interstate  price  regulation  on  new 
natural  gas  to  increase  domestic  production 
and  reduce  demand  for  scarce  natural  gas 
supplies. 

(  d)  Natural  Gas  Excise  Tax  —  An  excise 
tax  on  natural  gas  of  37$  per  thousand 
cubic  feet  (mcf),  which  is  equivalent 
on  a  Btu  basis  to  the  $2  per  barrel  petroleum 
excise  tax  and  fee.   This  will  discourage 
attempts  to  switch  to  natural  gas  and  acts 
to  reduce  natural  gas  demand  curtailments. 
Since  the  usual  results  of  gas  curtailments 
is  a  switch  to  oil,  this  will  limit  the 
growth  of  oil  imports. 

2.  Elk  Hills  Naval  Petroleum  Reserve.   The 
President  is  asking  the  Congress  to  permit 
production  of  the  Elk  Hills  Naval  Petroleum 
Reserve  (NPR  #1)  under  Navy  control. 
Production  could  reach  160,000  barrels 

per  day  early  in  1975  and  300,000  barrels 
per  day  by  1977.   The  oil  produced  would 
be  used  to  top  off  Defense  Department 
storage  tanks,  with  the  remainder  sold 
at  auction  or  exchanged  for  refined 
petroleum  products  used  by  the  Department 
of  Defense.   Revenues  would  be  used  to 
finance  further  exploration,  development 
and  production  of  the  Naval  petroleum 
reserves  and  the  strategic  petroleum 
storage. 

3.  Conversion  to  the  Use  of  Domestic  Coal. 
The  President  is  asking  the  Congress  to 
amend  the  Clean  Air  Act  and  the  Energy 
Supply  and  Environmental  Coordination 
Act  of  1974  to  permit  a  vigorous  program 
to  make  greater  use  of  domestic  coal  to 
reduce  the  need  for  oil.   This  program 
would  reduce  the  need  for  oil  imports 

by  100,000  barrels  per  day  in  1975  and 
300,000  barrels  in  1977.   These  amend- 
ments would  extend  FEA's  authority  to 
grant  prohibition  orders  from  1975  to 
1977,  prohibit  powerplants  early  in  the 
planning  process  from  burning  oil  and  gas, 
extend  FEA  enforcement  authority  from  1978 
to  1985,  and  make  clear  that  coal  burning 
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installations  that  had  originally  planned 
to  convert  from  coal  to  oil  be  eligible 
for  compliance  date  extensions.   It  would 
give  EPA  authority  to  extend  compliance 
dates  and  eliminate  restrictive  regional 
environmental  Imitations.   A  plant  could 
convert  as  Ions  as  its  own  emissions  do 
not  exceed  ambient  air  quality  standards. 


ii.    actions  Air.iou^cm  by  tss  pii^si^zi1?  to  ;ieet  .ii.:-7r.rji 
5oals~7i?75-19:5)  

These  actions  are  desired  to  meet  the  goal  of  achievin" 
the  capability  for  energy  independence  by  1935.   The  actions 
include  measures  to  increase  domestic  energy  production 
(including  measures  to  cope  with  constraints  and  strike 
a  balance  between  environmental  and  energy  objectives), 
reduce  energy  demand,  and  prepare  for  any  future  emergency 
resulting  from  an  embargo. 

(A)   Supply  Actions 

1 .    i<aval  Petroleum  Reserve  i!o .  4  (Legislative 
proposal)  --  The  President  is  asking  the 
Congress  to  authorise  the  exploration,  de- 
velopment and  production  of  lTPm-4  in  Alaska 
to  provide  petroleum  for  the  domestic  economy 
with  15-20%  earmarked  for  military  needs  an:1 
strategic  storage.   The  reserves  in  i3?ft-4 
which  are  now  largely  unexplored  could  pro- 
vide at  least  2  million  barrels  of  oil  per 
day  by  19C5.   Under  the  legislative  proposal: 

(a)  The  President  would  be  authorized  to 
explore,  develop  and  produce  i.TPm-4. 

(b)  The  Government ' s  share  of  production 
(approximately  15-20%)  would  be  used  to 
help  finance  the  strategic  storage  system 
and  to  help  fulfill  military  petroleum 
requirements.   Any  other  receipts  go  to 
the  United  States  Treasury  as  miscellaneous 
receipts . 
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PCS  Leasing  (Administrative)  --  The  President 
reaffirmed  bis  intentioi:  to  continue  an 
aggressive  Cuter  Continental  Shelf  leasing 
policy,  including  lease  sales  in  the  Atlantic, 
Pacific,  and  Sull  of  Alasl-a.   Decisions  on 
individual  lease  sales  will  await  conpletion 
of  appropriate  environmental  studies.   In- 
creased 0C3  leasing  could  add  domestic  pro- 
duction of  1.5  million  barrels  of  oil  anc-^ 
additional  supplies  of  natural  gas  by  1935. 
There  will  be  close  cooperation  with  Coastal 
states  in  their  planning  for  possible  increased 
local  development.   Funding  for  environmental 
studies  and  assistance  to  States  for  planning 
has  been  increased  in  FY  1975. 

Reducing  Dor.es tic  Energy  Price  Jncertainty 
(Legislative  proposal)  --  Legislation  will 
be  requested  authorizing  and  requiring  the 
President  to  use  tariffs,  inport  quotas, 
import  price  floors,  or  other  measures  to 
achieve  domestic  energy  price  levels 
necessary  to  reach  self-sufficiency  goals. 
This  legislation  would  enable  the  President 
to  cope  with  possible  large-scale  fluctua- 
tions in  world  oil  prices. 

Clean  Air  Act  Amendments  (Legislative 
proposal)  --  In  addition  to  the  amendments 
outlined  earlier  for  short-term  goals,  the 
President  is  asking  for  other  Clean  Air 
Act  amendments  needed  for  a  balance  between 
environmental  and  energy  goals .   These 
include: 

(a)  Legislative  clarification  to  resolve 
problems  resulting  from  court  decisions 
with  respect  to  significant  air  quality 
deterioration  in  areas  already  meeting 
health  and  welfare  standards. 

(b)  extension  of  comvliance  dates  through 
19C5  to  implement  a  net/  policy  regarding 
stack  gas  scrubbers  --■  to  allow  use  of 
intermittent  control  systems  in  isolated 
power  plants  through  19~5  and  requiring 
other  sources  to  achieve  control  as  soon 
as  oossible. 
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(c)   A  pause  for  5  years  (1977-1981  model 
years)  for  nationwide  auto  emission  standards 
at  the  current  California  levels  for  hydro- 
carbons (0.9  grams  per  mile)  and  carbon 
monoxide  (1     grams  per  mile),  and  at  1975 
standards  (3.1  grams  per  mile)  for  oxides 
of  nitrogen   (with  the  exception  of  California 
which  has  adopted  the  2.0  standard).   These 
standards  for  hydrocarbons  (HC)  and  carbon 
monoxide  (CO)  are  more  stringent  than  now 
required  nationwide  for  1976  model  year's 
cars.   The  change  from  the  levels  now 
required  for  1977-1981  model  years  in  the 
law  will  have  no  significant  impact  on 
air  quality  standards,  yet  they  will  facilitate 
attainment  of  the  goal  of  ^0%   increase  in 
auto  fuel  efficiency  by  the  1980  model  year. 

(  3)   EPA  will  shortly  begin  comprehensive 
hearings  on  emission  controls  and  fuel 
economy  which  will  provide  more  detailed 
data  for  Congressional  consideration. 

5.  Surface  Mining  (Legislative  proposal)  — 
The  President  is  asking  the  Congress  to  pass 
a  surface  mining  bill  which  strikes  a  balance 
between  our  desires  for  reclamation  and 
environmental  protection  and  our  need  to 
increase  domestic  coal  production  substan- 
tially over  the  next  ten  years.   The  proposed 
legislation  will  correct  the  problems  which 
led  to  the  President's  veto  of  a  surface 
mining  bill  last  year. 

6.  Coal  Leasing  (Administrative )  —  To  assure 
rapid  production  from  existing  leases  and  to 
make  new,  low  sulfur  coal  supplies  available, 
the  President  directed  the  Secretary  of  the 
Interior  to: 

(a)   Adopt  legal  diligence  requirements  to 
assure  timely  production  from  existing 
leases . 

(  h)      Meet  with  Western  Governors  to  explore 
regional  questions  on  economic,  environmental 
and  social  impacts  associated  with  new  Federal 
coal  leases. 

(c)   Design  a  program  of  new  coal  leasing 
consistent  with  timely  development  and 
adequate  return  on  public  assets,  if  proper 
environmental  safeguards  can  be  provided. 
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Electric  Utilities  —  The  President  is  asking 
the  Congress  for  legislation  concerned  with 
utilities.   In  recent  months,  60? 
of  planned  nuclear  capacity  and  30?  of  non- 
nuclear  capacity  additions  have  been  postponed 
or  cancelled  by  electric  utilities.   Financing 
problems  are  worsening  and  State  utility 
commission  practices  have  not  assured  recovery 
of  costs  and  adequate  earnings.   The  transition 
from  oil  and  gas-fired  plants  to  coal  and  nuclear 
has  been  slowed  greatly  —  contributing  to 
pressure  for  higher  oil  imports.   Actions 
involve : 

(a)  Uniform  Investment  Tax  Credit  (Legislative)  — 
an  increase  in  the  investment  tax  credit  to 
eliminate  the  gap  between  utilities  and  other 
industries  —  currently  a  4?  rate  applies  to 
utilities  and  7?  to  others. 

(b)  Higher  Investment  Tax  Credit  (Legislative)  ~- 
An  increase  in  investment  tax  credit  for  all 
industry .    including  utilities,  for  1  year  — 

to  1255.   The  12?  rate  would  be  retained  for 
two  additional  years  for  all  power  plants 
except  oil  and  gas -fired  facilities. 

( c )  Preferred  Stock  Dividend  Deductions 
(Legislative)  " —  A  change  in  tax  laws  applica- 
ble to  all  industries,  including  utilities, 
which  allows  deductions  of  preferred  stock 
dividends  for  tax  purposes  to  reduce  the 

cost  of  capital  and  stimulate  equity  rather 
than  debt  financing. 

(d)  Mandated  Reform  of  State  Utility  Commission 
Processes  (Legislative!"  —  The  legislation 
would  selectively  reform  utility  commission 
practices  by:   (1)   setting  a  maximum-  limit 

of  5  months  for  rate  or  service  proceedings ; 
(2)   requiring  fuel  adjustment  pass-throughs , 
including  taxes,  (3)   requiring  that  con- 
struction work  in  progress  be  included  in  a 
utility's  rate  base;  (4)   removing  any  rules 
prohibiting  a  utility  from  charging  lower 
rates  for  electric  power  during  off-peak 
hours   and  (5)   allowing  the  cost  of  pollu- 
tion control  equipment  to  be  included  in 
the  rate  base. 

(e)  Energy  Resources  Council  Study 
(Administrative)  --  Review  and  report  to  the 
President  on  the  entire  regulatory  process 
and  financial  situation  relating  to  electric 
utilities  and  determine  what  further  reforms 
or  actions  are  needed.   ERC  will  consult 
with  State  utility  commissions,  governors, 
public  utilities  and  consumers. 
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0.  tiuclear  ^oyer  -  To  accelerate  the  growth  of 
nuclear  power  which  supplies  only  one  percent 
of  our  enerpy  needs,  the  President  is  pro- 
posing, in  addition  to  actions  outlined  above: 

(a)  Expedited  Licensing;  and  Siting  (Legislative) 
A  Hue tear  Facility"  Licensing  Act  to"  assure  more 
rapid  siting  and  licensing  of  nuclear  plants. 

(b)  1976.  Budget  lB9re33±   (Legislative) 

An  increase  or  "y"4i  million  in  appropriations 
for  nuclear  safety,  safeguards,  and  waste 
management . 

9.   roerjCT  FaciJU  tj£8  Siting  (Legislative)  ■■- 

Legislation  wouYd"  reduce  energy  Tac'iTity  siting 
bottlenecks  and  assure  sites  for  needed  facili 
ties  with  proper  land  use  considerations: 

(a)  The  legislation  would  require  that  states 
have  a  comprehensive  and  coordinated  process 
for  expeditious  review  and  approval  of  energy 
facility  applications;  and  state  authorities 
which  ensure  that  final  State  energy  facility 
decisions  cannot  be  nullified  by  actions  of 

of  local  governments. 

(b)  Provision  for  owners  of  eligible  facilities 
or  citizens  to  sue  States  for  inaction. 

(c)  Provide  no  Federal  role  in  making  case  by 
case  siting  decisions  for  the  States. 

(B)   Energy  Conservation  Actions 

The  President  announced  a  number  of  energy  con 
servation  measures  to  reduce  demand,  including: 

1.  Auto  Gasoline  Hilea^e  Increases  (AdranJ^s^rative) 
The  Secretary  oF  Transportation  has 

obtained  written  agreements  with  each  of 
the  major  domestic  automobile  manufacturers 
which  will  yield  a  40  percent  improve 
ment  in  fuel  efficiency  on  a  weighted 
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average  for  all  ru*w  autos  by  1980  model  year. 
These  agreements  are  contingent  upon  relaxation 
of  Glean  Air  Act  auto  emission  standards.   The 
agreement  provides  for  interim  goals,  Federal 
monitoring  and  public  reporting  of  progress. 

2.    Building  Thermal  Standards  (Legislative)  — 

The  President  is  asking  Congress  for  legislation 
to  establish  national  mandatory  thermal  (heating 
and  cooling)  efficiency  standards  for  new  homes 
and  commercial  buildings  which  would  save  the 
equivalent  of  over  one-half  million  barrels  of 
oil  per  day  by  1985.   Under  this  legislation: 

(a)   The  Secretary  of  Housing  and  Urban  Develop- 
ment shall  consult  with  engineering,  architectural 
consumer,  labor,  industry,  and  government  repre- 
sentatives to  advise  on  development  of  efficiency 
standards . 

(b)  Thermal  standards  for  one  and  two-family 
dwellings  will  be  developed  and  implementation 
would  begin  within  one  year.   New  minimum 
performance  standards  for  energy  in  commercial 
and  residential  buildings  would  be  developed 

and  implemented  as  soon  thereafter  as  practicable. 

(c)  Standards  would  be  implemented  by  State 
and  local  governments  through  local  building 
codes . 

(d)  The  President  also  directed  the  Secretary 
of  Housing  and  Urban  Development  to  include 
energy  conservation  standards  in  new  mobile 
home  construction  and  safety  standards. 

3.    Residential  Conservation  Tax  Credit  — 

The  President  is  asking  Congress  for  legislation 
to  provide  incentives  to  homeowners  for  making 
thermal  efficiency  improvements  in  existing 
homes.   This  measure,  along  with  a  stepped-up 
public  information  program,  could  save  the 
equivalent  of  over  500,000  barrels  per  day 
by  1985.   Under  this  legislation: 

(a)  A  15  percent  tax  credit  retroactive  to 
January  1,  1975  for  the  cost  of  certain  improve- 
ments in  thermal  efficiency  in  residences  would 
be  provided.   Tax  credits  would  apply  to  the 
first  $1,000  of  expenditures  and  can  be  claimed 
during  the  next  three  years. 

(b)  Improvements  such  as  storm  windows,  and 
insulation,  would  qualify  for  the  tax  credit. 


201 


4    Low- Income  Energy  Conservation  urogram 

{ Legislative)  --The  President  Is  proposing 
legislation  to  establish  a  Low-Income  Energy 
Conservation  Program  to  offer  direct  subsidies 
to  low-income  and  elderly  homeowners  for  certain 
energy  conservation  improvements  such  as  insula- 
tion.  The  program  is  modeled  upon  a  successful 
pilot  program  in  Maine. 

(a)  The  program  would  be  administered  by  FEA, 
under  new  legislation,  and  the  President  is 
requesting  supplemental  appropriations  in  1975 
and  $55  million  in  fiscal  year  1976. 

(b)  Acting  through  the  States,  Federal  funds 
would  be  provided  to  purchase  materials. 
Volunteers  or  community  groups  could  install 
the  materials . 

5-    Appliance  Efficiency  Standards  (Administrative)  - 
The  President  directed  the  Energy  Resources 
Council  to  develop  energy  efficiency  goals  for 
major  appliances  and  to  obtain  agreements 
within  six  months  from  the  major  manufacturers 
of  these  appliances  to  comply  with  the  goals. 
The  goal  is  a  20%  average  improvement  by  1980 
for  all  major  appliances,  including  air  condi- 
tioners, refrigerators  and  other  home  appliances. 
Achievement  of  these  goals  would  save  the 
equivalent  of  over  one-half  million  barrels  of 
oil  per  day  by  1985.   If  agreement  cannot  be 
reached,  the  President  will  submit  legislation 
to  establish  mandatory  appliance  efficiency 
standards . 

6.    Appliance  and  Auto  Efficiency  Labelling  Act 
(Legislative)  —  The  President  will  ask  the 
Congress  to  enact  a  mandatory  labelling  bill  to 
require  that  energy  efficiency  labels  be  placed 
on  new  appliances  and  autos . 

(C)   Emergency  Preparedness 

The  President  announced  that  comprehensive  energy 
emergency  legislation  will  be  proposed,  encompassing 
two  major  components. 

1.    Strategic  Petroleum  Storage  (Legislative)  — 

Development  of  an  energy  storage  system  of  one 
billion  barrels  for  domestic  use  and  300  million 
barrels  for  military  use.   The  legislation  will 
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authorize  the  government  to  purchase  and  pre- 
pare the  storage  facilities  (salt  domes  or  steel 
tanks),  while  complex  institutional  questions 
are  resolved  and  before  oil  for' storage  is 
actually  purchased.   FEA  will  develop  the  over- 
all program  in  cooperation  with  the  Department 
of  the  Interior  and  the  Department  of  Defense. 
All  engineering,  planning,  and  environmental 
studies  would  be  completed  within  one  year. 
The  1.3  billion  barrels  will  not  be  complete 
for  some  years,  since  time  is  required  to 
purchase,  prepare,  and  fill  the  facilities. 

2.   Standby  and  Planning  Authorities  (Legislative)  - 
The  President  is  requesting  a  set  of  emergency 
standby  authorities  to  be  used  to  deal  with 
any  significant  future  energy  shortages.   These 
authorities  would  also  enable  the  United  States 
to  fully  implement  the  agreement  on  an  Inter- 
national Energy  Program  between  the  United 
States  and  other  nations  signed  on  November  18, 
1974.   This  legislation^would  include  the 
authority  to: 

(a)  Implement  energy  conservation  plans  to 
reduce  demand  for  energy; 

(b)  allocate  petroleum  products  and  establish 
price  controls  for  allocated  products; 

(c)  ration  fuels  among  end  users; 

(d)  allocate  materials  needed  for  energy 
production  where  such  materials  may  be  in  short 
supply; 

(e)  increase  production  of  domestic  oil;  and 

(f)  regulate  petroleum  inventories. 

III.  ACTIONS  ANNOUNCED  BY  THE  PRESIDENT  TO  MEET  LONG-TERM 
GOALS  (BEYOND  19$5T~ 

The  expanded  research  and  development  program  on  which  the 
nation  Is  embarked  will  provide  the  basis  for  increasing 
domestic  energy  supplies  and  maintaining  energy  independence. 
It  will  also  make  it  possible  in  the  long  run  for  the  U.S.  to 
export  energy  supplies  and  technology  to  others  in  the  free 
world.   Important  elements  are: 
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(A)  Synthetic  Fuels  Program  (Administrative)  --  The 
President  announced  a  national  Synthetic  Fuels 
Commercialization  Program  to  ensure  at  least  one 
million  barrels  per  day  equivalent  of  synthetic  fuels 
capacity  by  1935,  using  technologies  now  nearing 
commercial  application. 

1.  Synthetic  fuel  types  to  be  considered  will 
include  synthetic  crude  from  oil  shale  and  a 
wide  range  of  clean  solid,  liquid,  and  gaseous 
fuels  derived  from  coal. 

2.  The  Program  would  entail  Federal  incentives 
(possibly  including  price  guarantees,  purchase 
agreements,  capital  subsidies,  leasing  pro- 
grans,  etc.),  granted  competitively,  and  would 
be  aimed  at  the  production  of  selected  types 
of  gaseous  and  liquid  fuels  from  both  coal  and 
oil  shale. 

3.  The  program  will  rely  on  existing  legislative 
authorities,  including  those  contained  in  the 
Federal  L'on-lluclear  Energy  Research  and  Develop- 
ment Act  of  197A,  but  new  legislative  authori- 
ties will  be  requested  if  necessary. 

(B)  Energy  Research  and  Development  Program  —  In  the 
current  fiscal  year,  the  Federal  Government  has 
greatly  increased  its  funding  for  energy  research 
and  development  programs.   These  Federal  programs 
are  a  part  of  a  much  larger  national  energy  R&D 
effort  and  are  carried  out  in  cooperation  with  industry, 
colleges  and  universities  and  others.   The  President 
stated  that  his  1376  Budget  will  continue  to  empha- 
size these  accelerated  programs  which  include  research 
and  the  development  of  technology  for  energy  conserva- 
tion and  on  all  forms  of  energy  including  fossil 
fuels,  nuclear  fission  and  fusion,  solar  and  geothermal. 

(C)  Energy  Research  and  Development  Administration  --  (7,RDA) 
The  President  has  signed  an  Executive  Order  which 
activates,  effective  January  19,  1975,  the  Energy 
Research  and  Development  Administration.   ERDA  will 
bring  together  in  a  single  agency  the  major  Federal 
energy  R  &  D  programs  which  will  have  the  responsibility 
for  leading  the  national  effort  to  develop  technology 

to  assure  that  the  U.S.  will  have  an  ample  and  secure 
supply  of  energy  at  reasonable  prices.   EF.DA  con- 
solidates major  R  r-.   D  functions  previously  handled 
by  the  AZC ,  Department  of  the  Interior,  National 
Science  Foundation  and  Environmental  Protection  Agency. 
ERDA  will  also  continue  the  basic  research,  nuclear 
materials  production  and  weapons  programs  of  the  AEC. 
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IMPACTS  0?   NEAR  AND  MID-TERM 
ACTIONS  ON  PETROLEUM  CONSUMPTION  2IJD  IMPORTS 

NEAR  TEJW  PROGRAM 
(HM3/D) 


CONSUMPTION  IF  NO  NEW  ACTIONS 
IMPORTS  IF  NO  NEW  ACTIONS 


1975 

rsTo 

6.5 


1977 
8.0 


IMPORT  SAVINGS 
Less  Service  Savings  by  Short-term   1975  1977 

Actions: 


Production  from  Elk  Hills  0.2 

Coal  Conversion  0.1 

Tax  Package  0.9 

TOTAL  IMPORT  SAVINGS  1.2 


2.2 


REMAINING  IMPORTS 


5.3 


5.8 


MID-TERM    PROGRAM 


CONSUMPTION  IF  NO  NEW  ACTIONS 
IMPORTS  IF  NO  NEW  ACTIONS 


2  3.9  MMB/D 
12.7  MMB/D 


Less  Savings  Achieved  by  19  85  IMPACT 

Following  Actions:  ON  IMPORTS 

OCS  Leasing  1.5 

NPR-4  Development  2.0 

Coal  Conversion  0.4 

Synthetic  Fuel  Commercialization  0.3 

Auto  Efficiency  Standards  1.0 

Continuation  of  Taxes  2.1 

Appliance  Efficiency  Goals  0.1 

Insulation  Tax  Credit  0.3 

Thermal  Standards  0.3 


Total  Import  Savings  by  Actions 

Remaining  Imports 

Less: 

Emergency  Storage 
Standby  Authorities 


3.0 
1.7 


8.0 


4.7 


NET  IMPORT  VULNERABILITY 
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INTERNATIONAL  ENERGY  POLICY  AMD  FINANCING  ARRANGEMENTS 


BACKGROUND 

The  cartel  created  by  the  Organization  of  Petroleum 
Exporting  Countries  (OPEC)  has  successfully  increased 
their  governments'  price  for  exports  of  oil  from 
approximately  $2  per  barrel  in  mid  1973  to  $10  per 
barrel  today.   Even  after  paying  for  their  own  increased 
Imports,  OPEC  nations  will  report  a  surplus  of  over 
$60  billion  in  1972*,  which  must  be  Invested.   Oil 
price  increases  have  created  serious  problems  for  the 
world  economy.   Inflation  pressures  have  been  inten- 
sified.  Domestic  economies  have  been  disrupted. 
Consuming  nations  have  been  reluctant  to  borrow  to 
finance  their  oil  purchases  because  of  current 
balance  of  payments  risks  and  the  burden  of  future 
interest  costs  and  the  repayment  of  massive  debts. 
International  economic  relations  have  been  distorted 
by  the  large  flows  of  capital  and  uncertainties 
about  the  future. 

U.S.  POSITION 

The  United  States  believes  that  the  increased  price  of 
oil  is  the  major  international  economic  problem  and  has 
proposed  a  comprehensive  program  for  reducing  the  current 
exorbitant  price.   Oil  importing  nations  must  cooperate 
to  reduce  consumption  and  accelerate  the  development  of 
new  sources  of  energy  in  order  to  create  the  economic 
conditions  for  a  lower  oil  price.   However  until  the 
price  of  oil  does  decline ,  international  stability  must 
be  protected  by  financing  facilities  to  assure  oil 
importing  nations  that  financing  will  be  available  on 
reasonable,  terms  to  pay  for  their  oil  imports.   The 
United  States  is  active  in  developing  these  financing 
programs.   Once  a  cooperative  program  for  energy  con- 
servation and  resource  development  and  the  interim 
financing  arrangements  are  agreed  upon,  it  will  be 
possible  to  have  constructive  meetings  with  the  oil 
producers . 

ACTIONS  TAKEN  BY  OIL  CONSUMING  NATIONS 

The  oil  consuming  nations  have  already  created  the 
International  Energy  Agency  to  coordinate  conservation 
and  resource  development  programs  and  policies  for 
reacting  to  any  future  interruption  of  oil  exports 
by  producing  nations .   The  four  major  elements  of 
this  cooperative  program  are: 
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An  emergency  sharing  arrangement  to  immediately 
reduce  member  vulnerability  to  actual  or  threatened 
embargoes  by  producers 

A  long-term  cooperative  program  to  reduce  member  • 
nation  dependence  on  imported  oil, 

A  comprehensive  information  system  designed  to 
improve  our  knowledge  about  the  world  oil  market 
and  to  provide  a  basis  for  consultations  among 
members  and  individual  companies ;  and 

A  framework  for  coordinating  relations  with  producing 
nations  and  other  less  developed  consuming  countries. 

The  International  Energy  Agency  has  been  established  as 
an  autonomous  organization  under  the  OECD.   It  is  open 
to  all  OECD  nations  willing  and  able  to  meet  the  obli- 
gations created  by  the  program.   This  international 
agreement  establishes  a  number  of  conservation  and  energy 
resources  development  goals  but  each  member  is  left  free 
to  determine  what  domestic  measures  to  use  in  achieving 
the  targets.   This  flexibility  enables  the  United  States 
to  coordinate  our  national  and  international  energy  goals. 

OTHER  U.S.  ACTIONS  AND  PROPOSALS 

The  United  States  has  also  supported  programs  for  pro- 
tecting international  stability  against  distorting 
financial  flows  created  by  the  sudden  increase  of  oil 
prices.   Although  the  massive  surplus  of  export  earnings 
accumulated  by  the  producing  nations  will  have  to  be 
invested  in  the  oil  consuming  nations,  it  is  unlikely 
that  these  investments  will  be  distributed  so  as  to 
match  exactly  the  financing  needs  of  individual  impor- 
ting nations.   Fortunately  the  existing  complex  of 
private  and  official  financial  institutions  has,  In  the 
case  of  the  industrialized  countries,  been  effective 
in  redistributing  the  massive  oil  export  earnings  to 
date.   However,  there  is  concern  that  some  individual 
industrialized  nations  may  not  be  able  to  continue  to 
obtain  needed  funds  at  reasonable  Interest  rates  and 
terms  during  the  transition  period  until  supplies  are 
increased,  conservation  efforts  reduce  oil  imports  and 
the  price  of  oil  declines.   Therefore,  the  United  States 
has  supported  various  proposals  for  -reshuffling"  the 
recycled  funds  among  oil  consuming  nations,  including: 
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Modification  of  International  Monetary  Fund  (IMF) 
rules  to  permit  more  extensive  use  of  existing 
IMF  resources  without  further  delay 

Creation  of  a  financial  solidarity  facility  as 
a  'safety  net  •  for  participating  OECD  countries 
that  are  prepared  to  cooperate  in  an  effort  to 
increase  conservation  and  energy  resource  develop- 
ment actions  to  create  pressure  to  reduce  the 
present  price  of  oil 

Establishment  of  a  special  trust  fund  managed  by 
the  IMF  which  would  extend  balance  of  payments 
assistance  to  the  most  seriously  affected  develop- 
ing nations  on  a  concessional  basis  not  now  possible 
under  IMF  rules.   The  United  States  hopes  that  oil 
exporting  nations  might  contribute  a  major  share 
of  the  trust  fund  and  that  additional  resources  might 
be  provided  through  the  sale  of  a  small  portion  of 
the  IMF's  gold  holdings  in  which  the  differential 
between  the  original  cost  of  the  gold  and  the 
current  market  price  would  be  added  to  the  trust 
fund ;  and 

An  increase  in  IMF  quotas  which  would  make  more 
resources  available  in  1976. 

These  proposals  will  be  discussed  at  ministerial  level 
meetings  of  the  Group  of  Ten,  the  IMF  Interim  Committee 
and  the  International  Monetary  Fund/International  Bank 
for  Reconstruction  and  Development  Committee  in 
Washington,  D.C.  January  1*1  to  17. 

In  these  meetings,  the  United  States  will  continue  to 
press  its  views  concerning  the  fundamental  importance 
of  international  cooperation  to  achieve  necessary  con 
servation  and  energy  resources  development  goals  as  a 
basis  for  protecting  our  .national  security  and  underlying 
economic  strength. 
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OUTLINE  OF  ENERGY 
QUESTIONS  AND  ANSWERS 


BACKGROUND 

°   Data  History  and  Forecasts 

NEAR-TERM  ACTIONS 

°   Import  Fee,  Tax  and  Decontrol 
°   Naval  Petroleum  Reserve 

MID-TERM    PROGRAM 

0  Outer  Continental  Shelf  Production 

°  Domestic  Price  Uncertainty 

°  Clean  Air  Act  Amendments 

°  Strip  Mining  Legislation 
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°  Electric  Utilities 

°  Energy  Facility  Siting 
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BACKGROUND 
DATA  HISTORY  AND  FORECASTS 

Q.      Has  demand  for  petroleum  products  increased  since 
the  embargo? 

A.      Domestic  consumption  of  energy  is  now  beginning  to 
increase  again  and  is  estimated  to  keep  growing, 
although  at  a  slower  rate  than  prior  to  the  embargo. 
The  latest  figures  show  total  domestic  demand  to  be 
at  18.2  million  barrels  per  day  (MMB/D)  as  compared 
to  17.7  MMB/D  at  the  close  of  1973.   Gasoline 
consumption  dropped  3.4  percent  during  the  first  9 
months  of  1974  (as  compared  to  1973) ,  but  has 
increased  since  September  .bu  about  300,000  barrels 
per  day. 

Q.      What  about  production  and  import  levels? 

A.      Domestic  oil  procuction  continues  to  decline  as 

older  fields  have  reached  their  peak.   During  the 
first  eleven  months  of  1974,  domestic  production 
averaged  8.8  MMB/D  as  compared  to  9.2  MMB/D  in  1973. 
As  a  result,  imports  continue  to  rise  even  with 
present  high  prices.   We  are  now  importing  7.3  MMB/D 
(average  of  6.8  MMB/D  in  last  quarter  of  1974),  as 
compared  to  6.5  MMB/D  in  October,  1973,  the  month 
prior  to  the  embargo. 

Q.      What  about  coal  production? 

A.      Coal  (approximately  20  percent  of  domestic  energy 
production)  was  the  only  major  energy  source  that 
showed  increased  output  during  the  first  three 
quarters  of  1974.   Coal  production  in  October  was 
5  percent  above  its  level  for  the  same  period  in 
197  3.   However,  "the  strike  in  November  interrupted 
coal  output  and  the  industry  has  not  yet  regained 
former  production  levels. 

Q.      Do  you  foresee  any  shortages  in  the  next  6  months? 

A      We  do  not  expect  shortages  of  petroleum  products  but 

we  do  project  large  shortages  for  natural  gas,  as  high 
as  14%.   The  greatest  impact  will  be  felt  by  electric 
utilities  and  industries  that  receive  natural  gas  on  an 
interruptible  contract  basis.   These  curtailments  of 
natural  gas  have  already  had  a  serious  impact  on 
employment. 
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Q.      How  high  are  current  inventories? 

A.      FEA  figures  indicate  that  December,  1974  crude  oil 

stocks  were  about  20  million  barrels  higher  (this  is 
an  adjusted  figure  to  account  for  disparities  between 
the  American  Petroleum  Institute  and  FEA  reporting 
methods)  than  the  same  period  of  1973.   Similarly, 
stocks  for  refined  petroleum  products  were  higher  in 
December  1974  than  the  corresponding  month  in  197  3  due 
to  reduced  demand  and  increased  imports.   Coal  stocks, 
however,  are  down  as  a  result  of  the  recent  OMW  strike, 
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NEAR-TERM  ACTIONS 

IMPORT  FEE,  TAX  AND  DECONTROL 

Will  the  fee  on  imports  create  additional  profits 
for  the  oil  companies? 

No,  the  import  fee,  by  itself,  will  not  increase 
industry  profits.   However,  the  fee  will  place 
an  upward  pressure  on  the  price  for  crude.   Since 
the  price  for  uncontrolled  domestic  crude  will  rise 
to  meet  the  world  price,  industry  profits  will  also 
rise.   This  is  why  we  are  calling  for  a  windfall 
profits  tax  as  part  of  the  energy  proposals.   It 
will  be  retroactive  to  collect  any  profits  caused 
by  Administrative  actions. 


Won't  certain  areas  of  the  country  which  are  heavily 
dependent  on  crude  oil  or  product  imports  suffer  a 
disproportionate  burden  as  a  result  of  the  tariff? 

No.   The  FEA  is  currently  administering  a  program 
which  substantially  equalizes  the  cost  of  crude  oil 
to  all  domestic  refiners.   This  crude  equalization 
program  aids  refiners  with  high  crude  costs  at  the 
expense  of  other  refiners  which  have  access  to 
price-controlled  domestic  crude.   Further,  the 
product  fees  will  be  less  than  crude  fees;  there 
will  be  a  $3  fee  on  crude  and  a  $1.20  fee  on  refined 
products  in  April. 

How  does  a  tax  or  fee  achieve  our  national  energy 
goals? 

As  a  result  of  these  measures,  petroleum  products 
will  become  more  expensive  relative  to  other  goods 
and  services,  thereby  encouraging  conservation  and 
discouraging  consumption.   Also,  making  imports 
more  expensive  than  domestic  supplies  of  petroleum 
encourages  the  production  of  domestic  crude  oil- 
Will  the  fee  help  to  lower  world  crude  prices 
and  protect  us  from  another  embargo? 

The  fee  program  will  help  to  reduce  our  imports 
of  foreign  oil  by  reducing  our  overall  demand. 
As  a  result,  we  will  have  less  demand  for  products 
from  some  OPEC  nations.   To  this  extent,  it  may 
affect  some  prices  being  charged  by  certain  OPEC 
nations.   But  overall,  the  fee  will  have  a  minimal 
effect  on  lowering  world  crude  prices  in  the 
immediate  future. 
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Q.      Why  didn't  you  tighten  the  mandatory  allocation 
program  which  you  already  have  authority  to 
administer  rather  than  raising  prices?   Why  not 
rationing? 

A.      The  mandatory  allocation  program  was  designed  in 
response  tc  an  emergency  situation,  and  does  not 
address  the  more  basic  economic  issues.   A  tighter 
mandatory  allocation  program  could  necessitate  a 
significant  increase  in  the  Federal  bureaucracy 
and  could  mean  a  return  to  the  long  gasoline  lines 
we  experienced  last  winter.   Additionally,  rationing 
and  price  control  programs  are  inevitably 
discriminatory  against  those  who  would  enter  the 
market  and  provide  competition. 

While  the  Administration's  program,  which  relies  on 
the  market  forces,  is  more  effective,  the  President 
announced  his  intention  to  guarantee  reaching  the 
goals  by  using  his  authority  to  limit  imports  if 
necessary. 


Q.      How  much  more  expensive  will  gasoline  and  other 
products  be? 

A.      On  the  average,  if  costs  of  a  crude  import  $3  fee  are 

spread  evenly  among  all  products,  prices  of  gasoline  and 
other  petroleum  products  refined  from  the  higher 
priced  imported  crude  could  rise  as  much  as  5  cents 
per  gallon  (controlled  domestic  oil  will  stay  at 
the  same  price) . 

The  total  tax  package  and  decontrol  would  ultimately  add 
about  $4  a  barrel  (10  cents  per  gallon)  to  the  average 
costs  of  all  products. 
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Q.      What  are  the  limits  to  the  President's  power  to 
institute  a  fee? 

A.      The  President  may  impose  a  fee  in  response  to  a 

national  security  finding  and  should  be  established 
at  that  amount  sufficient  to  offset  the  threat  to 
national  security. 

Q.      What  additional  actions  are  you  asking  from  Congress? 

A.      In  conjunction  with  the  establishment  of  the  fee,  we  are 
asking  Congress  for  an  excise  tax  on  domestic  crude  oil 
(and  will  maintain  a  fee  on  all  imports) ,    the  decontrol  of 
old  crude  oil,  deregulation  of  new  natural  gas,  windfall 
profits  tax,  and  a  natural  gas  excise  tax. 

Q.      What  are  the  differences  between  a  tax,  a  fee  and 
a  tariff? 

A-     All  three  are  charges  which  can  be  used  to  produce 
revenue  and  all  three  have  the  effect  of  reducing 
demand.   The  differences  lie  in  the  source  of 
authority  to  levy  the  charge.   A  tax  must  be  levied 
by  Congress  for  the  purpose  of  raising  domestic 
revenue.   A  tariff  is  a  charge  against  imports  and 
must  also  be  authorized  by  the  Congress.   A  fee  is 
also  levied  on  imported  material  but  may  be  set  for 
non-revenue  purposes  and  need  not  be  legislated. 

Q.      How  much  oil  will  the  combined  tax/fee  program  save? 

A.      The  overall  tax-package  will  save  an  estimated 
1.6  MMB/D  in  1977  and  about  1.0  MMB/D  in  1975. 

Q.      Will  there  be  rationing? 

A.      No,  not  unless  another  emergency  embargo  situation 

necessitates  it. 
Q.      Why  not? 

A.      Rationing  will  not  solve  our  long-term  problems 

and  will  create  severe  energy  disruptions  in  life- 
styles^ and  would  require  a  large  bureaucracy  to 
administer. 


A. 
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Wouldn't  it  be  better  to  reduce  demand  by  imposing 
import  quotas  instead  of  raising  prices  through  a 
fee? 


No,  it  would  not.   Import  quotas  can  cause  disparities 
in  the  marketplace  by  mandating  specific,  allowable 
levels  of  products  into  the  country.   By  raising 
prices  via  a  fee,  the  individual  consumer  can 
determine  in  what  areas  to  conserve.   While  we  are 
not  considering  the  use  of  import  quotas  at  this 
time,  we  will  submit  legislation  requesting  the 
authority  to  use  tariffs,  import  quotas  or  other 
measures  to  achieve  energy  price  levels  necessary 
to  reach  our  aoals.   The  Message  stated  that  Presidential 
power  to  limit  oil  imports  would  be  used  if  necessary. 


Q.      What  is  the  effect  of  decontrolling  domestic  old 
oil? 

A.      Prices  on  the  domestic  market  will  rise  to  meet 

world  oil  prices,  and  oil  industry  profits  will  also 
rise.   This  is  why  we  must  have  immediate  enactment 
of  a  windfall  profits  tax  -  to  preclude  this  from 
happening. 


Q.      Why  are  you  requesting  the  deregulation  of 
natural  gas  prices? 

A.      I  want  to  let  the  free  market  work  to  the  maximum 
extent  possible.   The  deregulation  of  natural  gas 
prices  will  greatly  encourage  higher  production 
levels  in  the  long  run.   As  you  know,  we  are 
currently  faced  with  a  natural  gas  shortage  of 
14  percent  for  this  winter.   In   the  short  run, 
higher  prices  will  serve  to  lessen  demand  and  will 
therefore  mitigate  the  severity  of  this  projected 
shortage. 

Q.      Isn't  the  ultimate  effect  of  this  action  going  to 
be  increased  prices  to  the  consumer? 

A.      Yes,  this  will  be  the  effect.   We  estimate  that 
the  typical  monthly  natural  gas  bill  to  the 
consumer  would  increase  by  about  $8  by  1985.   The 
alternative  to  deregulation  is  less  natural  gas 
and  higher  costs  for  other  fuels,  such  as  petroleum 
and  electricity. 
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How  much  will  natural  gas  prices  rise  in  the  next 
few  years? 

We  estimate  that,  as  a  result  of  deregulation,  the 
average  natural  gas  prices  will  rise  from  31C/mcf 
in  the  interstate  market  in  1974,  to  35C/mcf  in 
1975;  38C/mcf  in  1976;  and  41C/mcf  in  1977.   The 
average  national  natural  gas  price  will  be  higher, 
because  intrastate  gas  is  not  controlled. 

The  estimated  market  clearing  price  for  natural 
gas  is  99<Vmcf,  and  would  be  reached  by  1985. 

Why  are  you  placing  an  excise  tax  on  domestic- 
natural  gas? 

The  excise  tax  on  natural  gas  will  approximate  the 
excise  tax  and  import  fees  on  oil  on  a  Btu  equivalency 
basis.   It  will  also  inhibit  preference  for  natural 
gas  over  oil.   This  tax  will  reduce  the  curtailment 
problem  and  lessen  negative  employment  effects. 

How  much  will  the  production  of  old  oil  be  stimulated 
by  price  decontrol? 

We  estimate  that  price  decontrol  could  result  in 

an  additional  1-2  MMB/D  of  crude  oil  production  in  the 
next  3-4  ye'ars. 

What  are  the  advantages  of  an  import  fee  over  a 
gasoline  tax? 

An  import  fee  covers  all  crude  and  product  imports 
and  spreads  the  effects  of  demand  reduction  more 
evenly  than  a  gas  tax.   The  gasoline  tax  would  have 
to  be  very  large  to  save  an  equivalent  amount  of 
oil  --  at  least  30C  per  gallon  --  and  it  would 
severely  affect  the  already  depressed  automobile 
industry  and  numerous  related  industries. 

Why  doesn't  the  Administration  provide  priority  treatment 
in  domestic  production  of  crude  oil  relative  to  the  levying 
of  tariffs  and  excise  taxes?   For  example,  the  fee  on 
imported  crude  could  be  $2.00  per  barrel,  whereas,  the 
domestic  excise  tax  would  be  at  $1.50.   Won't  such  action 
encourage  domestic  exploration  as  a  result  of  an  additional 
financial  incentive? 

The  immediate  import  fees  will  raise  the  prices  of  imports 
relative  to  domestic  production.   In  the  long-run,  and  at 
the  margin,  decontrolled  domestic  crude  would  rise  to  the 
same  selling  price  as  foreign  crude,  and  any  differential 
in  taxes  would  probably  only  result  in  additional  profits. 
Further,  decontrol  of  old  oil  and  higher  prices  should 
provide  sufficient  incentives  to  produce. 
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NAVAL  PETROLEUM  RESERVES 


Q.      What  is  your  specific  proposal  with  regard  to  the 
Naval  Petroleum  Reserves? 

A.      There  are  two  proposals  involved.   We  have  asked 
Congress  to  permit  production  of  the  Elk  Hills, 
California,  Naval  Petroleum  Reserve  (NPR-1)  under 
Navy  control  and  are  submitting  legislation  to  the 
Congress  to  authorize  the  exploration,  development 
and  production  of  NPR-4  in  Alaska.   The  oil  produced 
from  NPR-1  would  be  used  to  top  off  all  Defense 
Department  storage  tanks  with  the  remainder  to  be 
sold  at  auction  or  exchanged  for  refined  petroleum 
products  used  by  the  Department  of  Defense.   The 
production  from  NPR-4  would  Drovide  petroleum  for 
the  domestic  economy  as  well  as  for  defense  needs. 


Q.      Who  will  have  Government  authority  for  developing 
NPR  #1? 

A.      I  have  asked  the  Congress  to  permit  production  of 
the  Elk  Hills  Naval  Petroleum  Reserve  under  Navy 
control . 


Q.      How  quickly  can  NPR-1  and  NPR-4  be  brought  onstream? 

A.      NPR-1  can  produce  160,000  barrels  per  day  within  a  few 
months  and  300,000  barrels  per  day  by  1977.   NPR-4  will 
take  longer  to  produce  as  exploration  and  development 
must  first  take  place. 

Q.      Can  we  use  the  Trans-Alaska  Pipeline  to  move  NPR-4  oil? 


A.     No.   North  Slope  oil  production  will  fill  the  capacity  of 
the  Trans-Alaska  Pipeline  and  thus  new  transportation 
facilities  will  be  needed  for  NPR-4. 

Q.      What  is  the  time  frame  and  cost  involved  in  retrieving 
oil  and  gas  from  NPR-4  in  Alaska? 

A.      The  development  of  NPR-4  will  require  several  years 

and  production  is  not  expected  before  1982  at  the  earliest 
The  cost  would  be  more  than  $400  million  if  exploration  is 
done  by  the  Government.   If  any  part  of  NPR-4  is  leased 
commercially,  revenues  could  more  than  offset  costs.   It 
is  estimated  that  about  two  million  barrels  per  day  can  be 
produced  in  NPR-4. 


21 


MID-TERM  PROGRAM 


OUTER  CONTINENTAL  SHELF  PRODUCTION 


Q.      How  do  you  know  there  are  sufficient  quantities 

of  oil  and  gas  in  the  Outer  Continental  Shelf  to  make 
its  development  worthwhile? 

A.      We  don't  know  for  sure  that  there  are  sufficient 

quantities  for  development  although  geological  formations 
indicate  that  there  may  be.   We  are  reaffirming  our 
intention  to  continue  an  aggressive  exploration  and 
development  policy. 

What  will  be  done  to  insure  that  the  environmental  impacts 
of  oil  and  gas  development  in  the  OCS  and  other  frontier 
areas  will  be  kept  to  safe  levels? 

We  already  have  an  extensive  body  of  law  desianed 
to  protect  these  areas  from  unacceptable  levels  of 
environmental  damage  and  a  whole  new  level  of  technology 
(environmental  monitoring  protection)  has  been  developed  in 
response  to  these  new  laws.   In  the  field  of  oil  and  gas 
development,  technical  procedures  and  equipment  are  now  in 
use  designed  to  prevent  oil  spills  and  to  minimize  and 
control  them  once  they  occur.   In  addition  the  development 
of  environmental  baselines  and  the  requirement  to  monitor 
the  sites  under  development  insures  that  any  adverse  effects 
will  be  detected  early  to  allow  proper  and  effective 
counteraction. 

The  Council  on  Environmental  Quality  conducted  an  extensive 
study  of  oil  and  gas  exploration  in  the  offshore  areas  of 
the  U.S.  and  concluded  that  with  proper  safeguards,  these 
areas  can  be  safely  developed.   The  Department  of  the  Interior 
has  now  adopted  literally  all  of  the  recommendations  of 
the  CEQ  report. 

In  addition,  new  funds  are  being  requested  for  coastal 
zone  management  to  investigate  and  develop  further  the 
additional  safeguards  needed  to  protect  our  environment. 
Of  course,  before  any  leasing  of  frontier  areas  is  done, 
there, will  be  extensive  public  hearings  and  environmental 
impact  statements  to  advise  the  public  of  the  safeguards 
being  taken. 
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DOMESTIC  PRICE  UNCERTAINTY 

Q.      How  would  you  determine  when  our  vulner ability  to 
pressure  from  oil  exporting  countries  i*  high 
enough  to  make  a  Drice  floor  or  other  measure  desirable? 

A.      Our  vulnerability  becomes  unacceptable  when  our  expected 
level  of  imports  could  not  be  completely  replaced  by 
emergency  storage  and  standby  actions.   If  the  price 
of  imported  oil  declines  considerably,  demand  for  oil 
would  increase  and  import  levels  would  get  much  higher. 

Q.      What  is  the  difference  between  a  quota  and  a  price 
floor  on  imports? 

A.      A  quota  is  designed  to  restrict  the  actual  amount  of 
imports  into  the  country  while  a  price  floor  sets  a 
minimum  price  for  imports  so  that  domestic  fuels  will 
remain  economically  competitive  with  foreign  sources. 

Q.      Wouldn't  price  floors  maintain  oil  prices  you  have 
claimed  are  exorbitant? 

A.      We  would  have  no  intention  of  setting  a  floor  price  at 
current  world  oil  price  levels  ($11-12  per  barrel). 
Rather,  price  floors  could  conceivably  be  set  at  a 
significantly  lower  level  and  still  keep  traditional 
domestic  sources  economic. 
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CLEAN  AIR  ACT  AMENDMENTS 


Will  the  Clean  Fuels  Deficit  be  eliminated  by  your 
proposed  energy  actions? 

Yes.   The  Clean  Fuels  Deficit  is  a  term  used  to 
describe  the  potential  shortage  of  low  sulfur  coal 
needed  to  meet  emission  limitations  in  1975  and 
beyond.   This  shortage  of  low  sulfur  coal  was  at  one 
point  estimated  to  be  as  high  as  200  million  tons  by 
mid-1975.   The  alternatives  to  these  actions  would  be 
to  curtail  coal  burning,  thereby  curtailing  electric 
energy  generation,  or  to  import  low  sulfur  oil  to  fill 
the  low  sulfur- coal  gaps,  thereby  increasing  our  oil  I 
imports.   The  actions  I  propose  include  voluntary 
revision  of  State  emission  limitations,  implementation 
of  supplementary  control  systems  and  extensions  of 
compliance  deadlines  to  eliminate  this  problem. 


Q.     By  relaxing  'auto  emission  requirements,  aren't  you 

letting  the  auto  industry  off  the  hook  and  at  the  same 
time  lowering  the  quality  of  our  air? 

A-     No.   We  are  actually  moving  to  a  tougher  standard 
than  now  in  force.   I  would  like  to  emphasize  that 
compliance  with  the  legislative  standards  will  still 
be  required  and  cleaner  air  will  thus  be  achieved. 
The  interim  standards  set  carbon  monoxide  and  hydro- 
carbon emissions  at  the  current  California  levels 
(9.0  grams  and  .9  grams  per  mile  respectively)  and 
NOx  emissions  at  3.1  grams  per  mile  for  all  States 
except  California,  where  2.0  grams  per  mile  will  still 
be  required.   Thus,  the  quality  of  our  air  will  not  be 
significantly  impaired  nor  will  we  be  retreating  to  the 
uncontrolled  emission  levels  allowed  before  the  passage 
of  the  Clean  Air  Act. 

The  proposal  to  extend  the  time  required  to  comply 
with  the  original  1977  auto  emission  standards  is 
based  on  the  need  to  balance  fuel  conservation  with 
the  Clean  Air  Act  requirements;  simply  proceeding  with 
the  present  schedule  for  emission  controls  would  have 
involved  the  additional  consumption  of  1  1/2  to  5  1/2 
« billion  gallons  of  gasoline  per  year  by  1980.   By 
extending  the  time  required  to  comply  with  the  final 
emission  limitations  we  achieve  fuel  conservation  in 
the  form  of  a  40  percent  fuel  efficiency  improvement. 
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q.    What  are  your  plans  for  stack  gas  scrubbers? 

A.    Certainly  some  types  of  scrubbers  have  not  reached 
the  level  of  effectiveness  that  other  designs  have 
reached.   However,  scrubbers  will  play  an  important 
role  in  our  future  expanded  use  of  coal.   By  1985, 
we  expect  that  all  plants  which  need  scrubbers  will 
have  them. 


Q.     Won't  the  Clean  Air  Act  (CAA)  and  the  Energy  Supply 

and  Environmental  Coordination  Act  (ESECA)  Amendments 
which  you  are  proposing  mean  a  retreat  from  our  present 
efforts  to  clean  the  nation's  air? 

A.     No,  it  will  not.   There  will  be  a  delay  in  achieving 
certain  standards  but  the  commitment  remains  firm. 

The  purpose  of  these  proposed  amendments  is  to  facilitate 
the  use  of  coal  thereby  reducing  our  dependence  on 
imported  oil  and  to  resolve  the  clean  fuels  shortage 
created  by  the  unavailability  of  low  sulfur  coal  and 
stack  gas  scrubbers.   In  no  way  are  they  intended  to 
trade  off  our  environmental  needs  for  some  quick  energy 
solutions . 


Q.     How  will  your  plan  to  convert  electric  utilities  from 
oil  to  coal  affect  air  quality? 

A.     There  may  be  an  absolute  increase  in  air  pollution 
as  a  result  of  converting  from  oil  to  coal  but  the 
burning  of  coal  itself  will  not  adversely  affect  air 
quality  since  all  coal  conversion  candidates  will 
have  to  develop  plans  for  complying  with  primary 
air  quality  standards.   These  plans  must  be  approved 
by  the  Environmental  Protection  Agency  before  con- 
version orders  may  be  placed  in  effect.   In  certain 
instances,  an  oil  burning  facility  required  to  convert 
to  coal  may  have  difficulty  obtaining  the  necessary 
low  sulfur  coal  or  pollution  control  equipment.   Such 
facilities  will  not  be  converted  unless  they  can  comply 
with  ambient  air  quality  standards  which  protect  health. 
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It  has  been  reported  that  the  delays  you  propose  in 
auto  emission  requirements  represent  a  deal  with  Detroit 
to  gain  your  40%  fuel  efficiency  goal  --  is  this  true? 

No,  there  is  no  deal  involved.   But  this  action  is  a 
recognition  of  the  technical  limitations  that  now  exist 
in  trying  to  meet  both  the  auto  emission  requirements 
as  they  presently  exist  and  the  40%  increased  fuel 
efficiency  goal.   By  allowing  for  the  delay  we  are 
providing  for  a  more  gradual  and  less  disruptive 
development  of  emission  control  equipment  while  at  the 
same  time  achieving  a  40%  increase  in  fuel  efficiency. 
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STRIP  MINING  LEGISLATION 


Q.  How  will  your  proposed  strip  mining  bill  differ 
from  the  proposed  bill  which  Congress  developed 
and  you  vetoed? 

A.      On  December  30,  1974,  I  gave  my  objections  to  the 
strip  mining  bill  proposed  by  Congress.   The 
Congressional  bill  would  have  resulted  in  a 
reduction  in  coal  production,  and  also  contained 
too  many  vague  and  unclear  requirements  that  could 
have  led  to  an  extensive  litigation  between  the 
Federal  Government  and  various  private  interest 
groups.   The  bill  I  will  propose  will  be  similar  ii 
many  respects  to  the  bill  developed  by  Congress 
but  amended  to  minimize  these  objections. 
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COAL  LEASING  AND  PRICES 


Q.      Why  do  we  need  increased  coal  leasing  in  the 
United  States? 

A.      In  order  for  the  nation  to  meet  the  goals  I  have 

announced,  we  must  act  quickly  to  remove  constraints 
and  provide  new  incentives  for  domestic  production. 
We  must  focus  our  production  capability  on  coal  as  it 
is  our  most  abundant  domestic  resource.   The  Federal 
Government  owns  over  200  billion  tons  of  coal  reserves, 
but  only  6  billion  tons  are  currently  scheduled  to 
suDDort  Droduction  by  1980.   Thus,  we  should  move 
ahead  to  design  a  new  program  of  coal  leasing  and 
should  speea  up  production  trom  these  leases,  pro- 
viding the  environmental  impact  of  these  actions 
is  acceptable. 

Q.      What  was  the  effect  of  the  United  Mine  Workers  strike 
on  coal  prices? 

A.      Coal  prices  rose  substantially  on  the  spot  market  in 
anticipation  of  and  during  the  UMW  strike.   The  cost 
of  the  new  UMW  contract  will  add  approximately  $2-3 
to  the  price  of  a  ton  of  coal  in  3  years.   Other  factors 
continue  to  exert  upward  pressure  on  coal  prices,  the 
most  notable  of  which  is  the  return  to  the  use  of  less 
expensive  coal  in  place  of  higher  priced  oil  by  electric 
utilities . 

Q.      Even  though  the  reserves  are  there,  can  the  coal  industry 
produce  as  much  coal  as  we  need  in  the  short  term? 

A.      If  we  eliminate  the  uncertainties  surrounding  coal 

production,  we  can  substantially  close  the  gap  between 
coal  supply  and  demand.   The  program  I  have  outlined 
addresses  all  these  uncertainties  (stripmining  legis- 
lation, coal  leasing,  Clean  Air  Act  implementation, 
oil  import  policy,  natural  gas  pricing  policy  and 
electricity  demand)  and  should  serve  to  assure  an 
increased  production  of  coal.   We  may  not,  however, 
be  able  to  assure  that  coal  production  meets  our 
demands  in  the  very  near  future  due  to  the  current 
high  oil  prices  and  the  shortage  of  natural  gas  which 
heightens  coal  use.   Increased  coal  production  is  also 
constrained  by  manpower  and  equipment  shortages  in 
the  short  term. 
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ELECTRIC  UTILITIES 

Q.      What  legislative   changes  are  you  proposing  for 
electric  utility  rate  structures? 

A.      The  legislation  we  are  proposing  will  require  state 
regulatory  authorities  to  permit  the  utilities  under 
their  jurisdiction  to  generate  sufficient  revenues 
to  cover  costs  during  a  period  of  rapid  inflation 
and  heavy  capital  expansion  requirements. 

Three  of  the  provisions,  including  the  cost  of  construction 
work  in  progress  in  the  rate  base  mandating  fuel  adjustment 
pass-throughs,  and  setting  a  5  month  maximum  processing 
time  for  regulatory  hearings,  would  require  all  authorities 
to  adopt  procedures  that  are  now  being  used  in  many 
jurisdictions. 

The  off-peak  pricing  proposal  would  prevent  authorities 
from  limiting  electric  utilities  in  their  efforts  to 
increase  revenues  by  selling  more  power  during  slack 
demand  periods. 


Q.      You  said  you  would  take  further  actions  to  aid  electric 
utilities  if  necessary.   What  actions  do  you  anticipate: 

A.      At  this  time,  more  than  60  percent  of  all  planned 

nuclear  plants  have  been  delayed  or  cancelled.   The 
Energy  Resources  Council  will  be  working  with  the 
utilities  and,  if  warranted,  we  will  propose  additional 
measures  to  get  these  plants  going  again. 

Q.      Many  of  these  proposals  will  lead  to  increases  in 
utility  rates.   How  large  will  these  increases  be? 

A.      The  inclusion  of  Construction  Work  in  Progress  in 
the  rate  base  would  add  about  11  percent  a  year  to 
prices  and  the  limitation  on  rate  decision  delay 
would  add  about  5  percent  next  year,  and  probably 
less  thereafter.   The  other  proposals  v/ould  add 
1  to  2  percent  to  rates.   In  all,  for  the  first  full 
year  in  which  the  charges  would  take  effect,  the 
additional  increase  would  be  almost  20  percent. 
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Q.      Why  are  you  Droposing  rate  increases  in  a  time  of 
double-digit  inflation? 

A.      The  increases  in  cost  of  electricity  must  be  paid 

either  directly  by  consumers,  or  indirectly  through 
Government  subsidy.   Direct  increases  will  cut  back 
demand  and  reduce  the  overall  increase  required. 
A  Government  subsidy,  on  the  other  hand,  means  that 
everybody  pays,  whether  they  use  more  or  less. 
Therefore,  price  increases  for  electricity  will 
assure  that  those  who  use  more,  pay  more. 

Q.      I'm  using  less  electricity  but  paying  more.   Why? 

A.      Under  last  year's  unusual  circumstances  (unprecedented 
oil  price  increases)  the  average  per  unit  cost  of 
electricity  to  industry  rose  55  percent  and  20  percent 
to  residential  consumers.   This  increase  was  so  large 
that  it  offset  most  efforts  to  cut  consumption. 
Rates  should  not  increase  as  fast  this  year. 


Q. 


Q. 


A. 


Isn't  the  electric  utility  industry  already  making 
record  profits? 


A.      Profits  did  increase  through  1973.   However,  in  1974, 
they  began  to  decline.   For  the  first  three  quarters' 
of  1974,  aggregate  profits  for  the  utility  industry 
declined  by  about  7  percent  from  those  of  the  equivalent 
period  of  1973.   The  critical  issue,  however,  is  that 
investor-owned  electric  utilities  are  now  earning 
less  than  three  times  their  total  interest  charges. 
A  number  of  utilities  are  only  barely  meeting  statutory 
requirements  for  interest  coverage. 


How  do  you  intend  to  monitor  what  electric  utilities  pay 
for  fuel  to  make  sure  they  are  trying  to  be  as  cost- 
conscious  as  possible? 

Snth^T5?1  C?^1S  f°r  thG  aPPr°Priate  local  regulatory 
authority  to  allow  a  justified  fuel  pass-through.   It 
will  continue  to  be  the  function  of  that  authority  to 
oversee  these  regulations.  y  t0 
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If  investor-owned  utilities  are  unable  to  remain 
solvent  without  Federal  intervention,  why  aren't 
you  proposing  public  ownership  at  the  State/municipal 
level  or  nationalization? 

Public  ownership  as  a  solution  implies  that  such 
ownership  can  solve  the  problem  more  cheaply. 
However,  there  is  no  consensus  that  publicly  owned 
power  is  cheaper  than  privately  owned  power  in  the 
United  States,  except  to  the  extent  that  it  receives 
subsidization  through  cheaper  capital  and  lower  taxes. 
Such  subsidy  would  tend  to  stimulate  consumption 
relative  to  private  ownership,  and  would  be  more 
expensive  in  the  long  run. 

Aren't  you  suggesting  an  infringement  of  states' 
rights?   Isn't  this  unconstitutional? 

While  regulation  of  utility  rates  has  traditionally 
been  under  State  jurisdiction,  the  interest  of  the 
country  as  a  whole  is  at  stake.   Specifically,    the 
Interstate  Commerce  Clause  gives  the  Federal  Government 
the  authority  to  regulate  activities  that  affect 
interstate  commerce  -  and  it  has  been  determined  that 
consumption  of  electricity  does  affect  interstate 
commerce.   Most  of  these  proposals  are  not  new  and 
already  exist  in  many  states.   V7hat  we  propose  will 
establish  uniformity  across  the  nation  resulting  in 
more  equitable  treatment  of  all  public  utilities. 
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ENERGY  FACILITY  SITING 

Q.      What  will  the  role  of  the  States  be  in  energy 
facility  siting? 

A.      Under  the  proposed  facilities  siting  legislation, 
States  will  be  required  to  develop  and  submit 
comprehensive  management  plans  to  the  FEA  for  the  . 
siting  and  construction  of  needed  energy  facilities 
within  their  boundaries.   Each  management  plan  will 
have  to  be  approved  by  the  FEA  before  State  implementation 
may  begin. 

Q.      What  if  FEA  does  not  approve  a  plan? 

A.      If  a  State  fails  to  formulate  an  acceptable  plan, 

the  FEA  Administrator  may  promulgate  an  energy  facility 
management  program  for  the  State  to  administer. 

Q.      Can  a  State  veto  an  FEA  promulgated  plan? 

A.      No. 


Q.      Will  the  bill  authorize  FEA  to  overturn  a  State 
decision  on  a  particular  site  application? 

A.      No.   If  a  State  fails  to  comply  with  the  plans 

requirements  in  a  particular  case,  the  applicant 
may  seek  relief  in  the  courts. 
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ENERGY  CONSERVATION 

Q.  Are  the  specific  conservation  measures  you've  proposed 
tough  enough  to  provide  the  petroleum  demand  reduction 
necessary  to  achieve  the  import  goal  in  1977? 

A.      Yes,  they  are.   We  are  setting  a  goal  to  reduce  imports 
by  2  MMB/D  by  the  end  of  1977.   The  savings  from 
increased  taxes  and  import  fees  amounts  to  1.6  MMB/D 
while  coal  conversion  will  bring  an  0.3  MMB/D  oil  saving. 
The  development  of  Elk  Hills  Naval  Petroleum  Reserve 
will  allow  us  to  cut  another  0.3  MMB/D  from  our  import 
needs  and  additional  conservation  programs  (public 
information,  auto  efficiency  standards,  thermal  standards, 
voluntary  appliance  standards)  will  save  even  more. 

Q.      Why  do  we  need  long  term  conservation  measures  if, 
according  to  the  Project  Independence  Report, 
accelerated  development  of  our  supplies  alone  will 
lead  us  to  energy  independence  in  1985  if  oil  prices 
stay  at  $11  per  barrel? 

A.      We  need  long  term  conservation  goals  specifically 
because  we  do  not  expect  that  the  future  price  of  : 
world  oil  will  be  §11  ana  we  do  not  want  prices  that  high. 
Since  the  world  price  may  drop  considerably  below  $11 
per  barrel,  we  must  make  sure  that  the  resulting 
increased  demand  will  not  increase  our  imports.   We 
also  need  to  stop  using  energy  wastefully  and  to 
preserve  our  limited  oil  resources  as  much  as  possible. 

Q.      Will  the  conservation  program  you  proposed  result  in 
attainment  of  the  goal  of  one  million  barrels  per  day 
savings  in  imports  for  1975  that  you  established  in 
your  energy  message  to  Congress  in  October,  1974? 

A.      Yes.   If  it  is  all  carried  out  —  higher  prices 

resulting  from  the  tariff  and  excise  taxes,  combined 
with  the  comparatively  smaller  immediate  effects  of 
specific  conservation  measures,  such  as  the  expanded 
conservation  education  program,  the  development  of 
the  Elk  Hills  Naval  Petroleum  Reserve,  and  coal 
conversion  should  provide  us  with  at  least  one  million 
barrels  per  day  savings  in  projected  imports  by  the 
fourth  quarter  of  1975. 

However,  attainment  of  this  very  near  term  goal  is 
not  enough.   Our  attention  must  turn  to  the  far  tougher 
goals  of  reducing  our  vulnerability  to  foreign  supply 
curtailments  through  1977,  and  eliminating  it  by  1985. 
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Q.      If  energy  efficiency  improvements  in  the  home 

effectively  reduce  fuel  costs,  why  is  a  tax  credit 
needed  for  thermal  improvements? 

A.      More  and  more  Americans  are  highly  mobile  and  do 

not  remain  in  the  same  house  for  long  periods  of  time. 
Because  of  this  factor,  and  because  it  may  take  a  few 
years  to  make  thermal  insulation  pay  off  economically, 
a  tax  credit  will  encourage  homeowners  to  insulate  now 
regardless  of  how  long  they  reside  in  the  same  house. 


Secondly,  because  the  economics  of  insulation  do 
not  pay  off  quickly,  homeowners  will  have  to  pay 
higher  first  costs.   In  this  period  of  recession 
many  will  find  it  difficult  to  pay  higher  first  costs 
and  a  tax  credit  will  help. 

Has  the  55  m.p.h.  speed  limit  been  effective? 

Yes.   Lower  speed  limits  are  directly  attributable 
to  lower  death  rates  on  our  highways  and  is  a 
factor  in  reduced  gasoline  consumption.   As  you 
know,  the  President  just  signed  into  law  a  bill 
making  the  55  m.p.h.  speed  limit  a  national 
mandatory  limit  for  interstate  highways  and  urges 
all  State  Governors  to  vigorously  enforce  this 
limit. 


Q.      What  steps  are  you  taking  to  assure  that  conservation 
goals  are  met  by  industry? 

A.      Members  of  the  Administration  have  been  meeting  with 
industrial  leaders  on  a  regular  basis  to  work  out 
programs  of  industrial  conservation.   We  are  receiving 
commitments  from  these  industries  to  conserve  more 
energy  and  I  am  confident  that  industry  is  prepared 
to  conserve  as  much  as  possible.   If  savings  are 
not  achieved  by  voluntary  means,  however,  mandatory 
measures  will  be  considered. 


Q. 
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Will  the  mandatory  thermal  standards  delay  recovery 
for  the  construction  industry  anticipated  during  the 
second  half  of  1975? 


A.      Since  the  mandatory  thermal  standards  proposed  will 
take  six  months  to  formulate,  and  subsequently  will 
be  implemented  in  a  phased  program  over  three  years, 
this  conservation  action  should  have  no  impact  on 
the  recovery  of  construction  expected  during  1975. 

Q.      Why  did  you  decide  against  mandatory  appliance 
standards? 

A.      As  in  the  case  of  automobile  efficiency  standards, 

before  the  Government  should  intervene  in  the  market- 
place, industry  should  be  provided  an  opportunity 
to  demonstrate  that  it  can  act  responsibly  and  responsively 
to  the  higher  value  on  energy.   For  this  reason,  we 
have  allowed  a  short  period  for  industry  to  voluntarily 
institute  measures  to  increase  energy  efficiency  in 
appliances  and  have  asked  the  Energy  Resources  Council 
to  work  with  industry  to  establish  the  voluntary  standards. 

Q.      Why  haven't  you  initiated  any  new  public  transportation 
programs? 

A.      We  are  already  doing  a  number  of  things  to  stimulate 
use  of  mass  transit,  including  a  rapid  increase  in 
funds  for  its  development.   Additional  actions  have 
not  been  taken  because  they  would  only  result  in  small 
additional  savings  of  energy. 

Q.      Do  you  think  your  total  energy  program  places  as  much 
emphasis  on  conservation  as  it  does  on  resource 
development? 

A.     Yes.   The  program  being  proposed  is  a  tough  mandatory 

energy  conservation  program  and  relies  heavily  on  conser- 
vation to  reduce  imports  in  the  short-term. 
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EMERGENCY  PLANNING  MEASURES 
EMERGENCY  STORAGE 


Q.      What  kind  of  specific  authority  are  you  requesting 
with  regard  to  emergency  storage? 

A.  We  are  requesting  authority  to  create  and  maintain 
a  strategic  reserve  capacity  of  more  than  1  billion 
barrels  of  petroleum  and  petroleum  products  and  the 
authority  to  determine  under  what  circumstances  and 
to  what  extent  those  reserves  should  be  used  during 
emergency  situations.  This  is  sufficient  to  provide 
3  million  barrels  of  oil  per  day  for  a  full  year. 

Q.      What  is  the  benefit  of  a  storage  program  to  safeguard 
against  an  embargo  if  it  won't  be  operational  until 
1980? 

A.      While  it  is  true  that  a  storage  program  won't  be 

fully  operational  before  1980,  it  will  provide  some 
protection  between  now  and  then  as  stocks  are 
gradually  accumulated.   Further,  we  will  need  the 
protection  provided  by  a  storage  program  after  1980, 
as  the  nation  will  continue  to  be  dependent  upon 
foreign  imports  to  meet  some  portion  of  its  energy 
needs.   During  this  interim  period,  we  will  continue 
our  efforts  toward  stringent  conservation  by  all 
consuming  nations. 

Q.      How  will  the  program  be  financed  and  will  the  owner- 
ship be  public  or  private? 

A.      We  have  not  firmly  established  yet  how  the  program 

will  be  financed  or  who  will  own  the  storage  facilities. 
These  questions  will  be  fully  explored  later  in  the 
planning  and  engineering  stage. 

Q.      What  products- will  be  stored  -  crude  as  well  as  refined 
products? 

A.      We  currently  anticipate  that  we  will  store  predom- 
inantly crude  oil,  although  there  will  probably  be 
some  storage  of  petroleum  products,  mainly  for  the 
needs  of  the  Northeastern  part  of  our  country.   The 
specific  amounts  of  each  type  of  storage  will  be 
determined  in  the  planning  stages. 
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Q.      Why  would  oil  be  stored  in  salt  domes  located  in 
the  Gulf  Coast,  when  other  regions  are  heavily 
import  dependent? 

A.      Suitable  salt  domes  provide  inexpensive  storage 

facilities  and  are  located  near  crude  oil  distri- 
bution centers,  refineries,  and  transportation 
facilities.   Thus,  during  an  embargo,  oil  stored 
in  salt  domes  will  be  readily  available  to  all 
sections  of  the  country  at  equitable  cost. 

Q.      How  will  the  military  be  provided  for  in  the  event 
of  another  embargo? 

A.      Of  the  1.3  billion  barrels  of  petroleum  emergency 

storage  capacity,  300  million  barrels  will  be  reserved 
for  national  defense  needs  in  case  of  an  emergency. 

Q.     Won't  petroleum  for  storage  have  to  be  purchased 
from  high  priced  foreign  oil? 

A.      No.   We  will  not  purchase  significant  quantities 
of  oil  for  at  least  a  couple  of  years,  at  which 
time  prices  may  have  broken.   In  addition,  our 
strategic  reserves  will  be  partially  filled  from 
domestic  sources. 

Q.      Will  we  store  all  the  oil  in  salt  domes,  or  will  some 
be  stored  in  conventional  tanks? 

A.      The  type  of  storage  facility,  location  and  the  mix 

of  crude  oil  and  product  to  be  stored  will  be  determined 
in  a  report  to  Congress  one  year  after  enactment  of  the 
Strategic  Reserve  Bill.   However,  preliminary  studies 
indicate  that  crude  oil" will  comprise  the  majority  of 
the  reserve  and  will  be  stored  in  salt  domes,  although 
there  will  probably  be  selected  product  storage  in 
steel  tanks. 
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STANDBY  AUTHORITY 


Q.      What  kind  of  standby  authority  are  you  asking  for? 

A.      The  main  features  of  the  proposed  legislation  to 
deal  with  emergency  situations  are: 

to  allocate  and  control  the  price  of  domestic  oil; 
to  ration  end  use  of  energy  directly  if  necessary; 
to  implement  energy  conservation  programs; 
to  increase  domestic  oil  production  and  allocate 
supplies  of  critical  materials. 
-   to  regulate  and  control  petroleum  inventories. 

This  legislation  will  also  contain  authority  for 
the  U.S.  to  comply  with  the  International  Energy 
Program  requiring  international  sharing  of  oil  in 
times  of  emergency. 

Q.      Why  are  you  asking  Congress  for  standby  energy 
emergency  authorities? 

A.      In  an  emergency  situation,  such  as  an  embargo,  the 
President  should  have  the  authority  to  act  quickly 
and  effectively  to  minimize  the  impact  on  this 
country.   Furthermore,  standby  conservation  authority 
is  one  of  the  requirements  of  the  International  Energy 
Plan.   I  must  emphasize,  however,  that  this  is  "standby" 
authority  to  be  activated  only  in  a  time  of  crisis. 
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LONG-TERM  ACTIONS 

RESEARCH  AND  DEVELOPMENT 

What  are  you  doing  about  solar  energy  development? 

Federal  funding  for  solar  energy  R&D  has  climbed  from 
approximately  $3  million  in  FY  1972  to  approximately 
$50  million  in  FY  1975.   The  recently  enacted  Solar 
Heating  and  Cooling  Demonstration  Act  of  1974  provides 
an  additional  $60  million  over  five  years  for 
developing  and  demonstrating  solar  heating  and  cooling 
technology.   Planning  is  well  underway  to  implement 
this  program.   The  Solar  Research  and  Development  Act 
which  was  also  just  recently  enacted  authorizes  another 
$75  million  in  FY  1976  for  solar  energy  R&D.   The 
Administration  is  continuing  to  review  the  requirements 
of  the  program  to  determine  the  appropriate  level  of 
funding  that  can  be  usefully  spent  over  the  next  five 
years  to  develop  solar  energy  technology. 


Q.     What  are  your  specific  proposals  with  regard  to 
increasing  nuclear  R&D? 

A.     Nuclear  energy  holds  great  promise  in  satisfying  our 

energy  demand.   Unfortunately,  it  now  accounts  for  only 
1%  of  our  energy  needs  due  to  technical  problems, 
construction  delays,  and  other  bottlenecks  which  have 
slowed  its  progress.   We  are  markedly  increasing  the 
budget  appropriation  for  nuclear  waste  disposal  aiid 
for  continued  improvements  in  safeguards. 


Q.     Will  your  Synthetic  Fuels  Commercialization  Program 

encourage  oil  shale  development  at  the  expense  of  the 
environment? 

A.     No.   The  program  could  lessen  environmental  impacts 
if  we  can  learn  to  commercialize  cleaner  types  of 
production,  such  as  in-situ  processing  of  oil  shale. 
In  addition,  one  of  the  important  purposes  of  this 
program  will  be  to  investigate  and  determine  the 
environmental  problems  associated  with  synthetic  fuels 
development  and  to  identify  the  solutions. 

Only  when  we  have  developed  commercially  useable 
technologies  which  are  environmentally  acceptable 
„will  we  proceed  to  the  final  step  of  full  commercial 
implementation . 
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Mar.y  environmentalists  are  concerned  about  the 
development  and  use  of  the  nuclear  breeder  reactor  — 
what  is  the  Administration's  position  on  this  issue? 

We  have  continued  support  of  an  expanded  R&D  program 
for  breeder  reactors  and  will  spend  over  $500 
million  in  FY  76  to  answer  some  of  these  questions. 

All  projections  indicate  that  nuclear  power  will 
become  an  increasinc^ly  important  source  of  electric 
power  generation.   However,  for  such  growth  to  occur, 
nuclear  fuel  will  need  to  be  readily  available,  for 
our  supply  of  economically  available  domestic  nuclear 
fuel  is  limited.   Thus,  we  must  supplement  this  domestic 
supply  by  developing  other  supply  sources. 

The  breeder  reactor  is  one  such  supply  source. 
Other  sources  of  nuclear  fuel  and  other  methods  for 
nuclear  power  generation  are  also  being  investigated. 


Q.     What  role  will  ERDA  play  in  achieving  these  goals? 

A.     ERDA's  mission  is  to  develop  ways  of  using  solar 
energy,  geothermal  energy,  nuclear  power,  coal 
gasification  and  other  new  or  undeveloped  energy 
sources  and  will  play  a  major  role  in  achieving  our 
long-term  goals. 
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ECONOMIC  IMPACT 

ECONOMIC  IMPACT 

Q.      What  impact  will  be  made  on  the  Federal  budget  by 
those  programs  proposed  within  the  energy  message? 

A.      There  will  be  very  small  budget  impacts  in  FY  75. 
In  FY  7  6  these  programs  could  increase  Federal 
obligations  by  100-200  million  dollars,  mostly  for 
conservation  and  facility  siting  programs,  but  of 
course  those  are  more  than  offset  by  the  revenues 
raised  by  the  conservation  tax  measures. 

The  emergency  storage  program  will  be  financed  from 
a  special  fund  which  will  utilize  revenues  from  Naval 
Petroleum  Reserve  production ► 

Q.     The  Administration  expects  prices  of  energy  and 
energy-intensive  goods  to  rise,  and  plans  to 
offset  the  impact  by  reducing  income  taxes.   Won't 
this  affect  individuals  and  income  groups  differently? 
Will  low-income  households  tend  to  be  affected  more? 
How  does  the  Administration  plan  to  assist  low-income 
households? 

A.      Individuals  and  income  groups  will  be  affected 

differently  by  these  proposals.   What  we  can  do  and 
are  doing  is  to  provide  a  level  of  tax  relief  that 
will  stimulate  the  entire  economy  for  the  benefit 
of  all  citizens.   These  tax  cuts  proposed  by  the 
Administration  will  provide  relief  to  low-income 
households.   In  addition  a  rebate  of  $80  per  adult 
will  be  provided  to  individuals  whose  incomes  are 
so  low  that  they  do  not  pay  taxes. 

Q.     What  are  the  long  run  and  short  run  effects  of  the 

President's  program  on  the  regional  costs  of  energy? 

A.     While  there  will  be  some  significant  fuel  price  increases 
in  the  Northeast,  the  uneven  regional  effects  will  be 
dealt  with  through  the  existing  cost  equalization  program 
and  lower  product  import  fees.   In  the  longer  term, 
regional  effects  will  be  handled  by  decontrolling  the 
price  of  crude  oil  and  thus  eliminating  any  petroleum 
price  differentials. 
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Q.      What  will  the  effects  of  the  program  be  on  the  economy 
in  terms  of  inflation  and  recession? 

A.      This  program  contains  the  balancing  elements  essential 
to  meet  the  problems  inherent  in  the  existing  economic 
environment.   It  will  reduce  our  balance  of  payments, 
increase  domestic  resource  development,  and  encourage 
recognition  of  the  need  for  energy  conservation  and  the 
fact  that  energy  is  no  longer  abundant.   This  program 
will  produce  higher  prices  in  the  short  run  which  will 
result  in  a  one-time  increase  in  inflation,  but  will 
prepare  us  for  dealing  with  future  energy  disruptions 
which  could  be  devastating  to  our  economy. 

Q.      How  much  will  all  your  programs  increase  the  average 
family's  bills  in  a  year? 

A.      This  program  is  estimated  to  increase  the  average  middle- 
income  family's  energy  budget  by  about  $250  in  1975. 

Q.      What  will  be  the  effect  of  this  program  on  the  dollar 
outflow  for  oil? 

A.      The  United  States  spent  $2.7  billion  on  petroleum 
imports  in  1970.   This  dollar  outflow  rose  to 
$23.6  billion  in  1974.   If  no  new  actions  are 
initiated,  we  estimate  the  petroleum  revenue 
outflow  to  reach  $32.1  billion  in  1977  and  $32.4 
billion  in  1985.   With  this  program,  we  estimate 
outflows  to  be  $21.3  billion  in  1977  and  $12.0 
billion  in  1985. 
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INTERNATIONAL 
INTERNATIONAL 


Q.      How  do  you  expect  the  OPEC  producing  countries  to 
react  to  your  energy  program? 

A.      Most  of  the  OPEC  governments  have  urged  on  several 

occasions  that  the  U.  S.  and  other  consumer  countries 
adopt  policies  to  encourage  conservation  and  more 
rational  energy  use.   Many  of  them  have  also  suggested 
that  the  industrial  countries  accelerate  the  develop- 
ment of  alternative  energy  sources  to  reduce  demands 
on  their  non-renewable  petroleum  reserves.   We  believe 
these  features  of  the  President's  program  will  be 
viewed  favorably  by  the  producing  countries  as  well 
as  by  other  importing  countries. 


Q.      Will  we  get  any  North  Sea  oil?   Mexican  oil? 

A.      While  the  United  States  will  strive  to  achieve  energy 

independence,  we  will  still  have  to  import  some  oil  and 
will  try  to  import  from  relatively  secure  sources.   We 
will  pursue  negotiations  with  Mexico  and  with  North  Sea 
oil  producers  to  add  imports  from  these  areas. 

Q.      Regarding  Canada's  decision  to  phase  out  exporting 

crude  to  the  U.S.,  what  effect  will  this  have  on  the 
U.S.,  particularly  on  the  Upper  Midwest  supply  and 
demand  situation? 

A.      Domestic  refiners  in  the  upper  Midwest  will  be  obliged 
to  obtain  their  crude  oil  from  alternate  sources.   This 
will  probably  require  the  construction  or  expansion  of 
pipeline  capacity.   Marketers  in  this  region  may  be  able 
to  obtain  refined  products  from  Canada  should  a  crude 
shortfall  develop  in  the  interim.   Demand  will  be 
unaffected  unless  a  severe  product  shortage  arises, 
with  its  attendant  gasoline  lines  and  other  inconveniences. 
Careful  planning  and  timing  should  enable  the  change  in 
supply  patterns  to  take  place  with  a  minimum  of 
disruptions  in  product  availability  or  price. 
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GENERAL 
GENERAL 


Do  you  believe  that  the  National  Environmental  Policy 
Act  (NEPA)  is  a  hindrance  to  the  development  of  domestic 
energy  production? 

No,  I  do  not.   NEPA  was  promulgated  to  insure  that 
environmental  concerns  were  considered  in  Government 
decision  making.   Because  of  this  new,  major  consideration, 
decision  making  will  in  many  instances  take  more  time  and 
require  more  detailed  review  than  was  required  in  the  past. 
However,  this  process  should  ensure  that  the  energy  projects 
selected  will  maintain  the  quality  of  the  environment. 


What  would  be  the  projected  profit  picture  for  the  oil 
industry  this  year  if  a  windfall  profits  tax  were  enacted? 
If  one  were  not  enacted? 

Either  way,  we  estirate  that  profits  will  be  relatively 
constant  this  year.   If  we  maintain  price  controls  but 
do  not  enact  a  windfall  profits  tax,  we  can  expect  industry 
profits  to  remain  stable.   If  we  decontrol  old  oil  and 
enact  a  tax,  we  can  expect  a  small  decrease  in  profits  from 
last  year's  levels. 


Q.    What  are  you  going  to  do  about  getting  New  England 
to  build  refineries? 

A.    The'  Administration  intends  to  encourage  refinery 

construction  in  all  areas  of  the  country  and  particularly 
in  those  in  which  there  is  a  significant  refining  deficit. 
In  New  England,  for  example,  it  would  be  beneficial  to 
have  refining  capability  now  and  particularly  if  Atlantic 
OCS  production  begins.   Refineries  in  that  area  could 
offset  New  England's  extensive  reliance  on  product  imports 
and  could  create  jobs. 


Q.    Why  do  we  say  that  independence  and  self-sufficiency  car 
now  be  attained  in  1985  rather  than  1980  as  was  earlier 
announced  by  President  Nixon? 

A.    After  a  thorough  review  of  potential  domestic  supply 

and  demand  for  all  fuels,  on  a  regional  basis,  we  have 
concluded  that  independence  by  1980  cannot  be  attained. 
The  lead-times  for  exploring  and  producing  oil  from  new 
sources  and  for  constructing  new  facilities  is  too  great 
to  expand  domestic  supply  sufficiently. 
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Q.    How  can  you  propose  great  increases  in  resource 

development  when  it  is  a  fact  that  there  are  acute 
shortages  of  materials  and  equipment  throughout  the 
economy? 

A.    At  present,  many  categories  of  steel  products,  plate 

and  tubular  goods  are  in  short  supply.   There  is  little 
that  can  be  done  to  accelerate  supply  in  the  next  2-3 
years  and  that  is  why  this  program  concentrates  on 
reducing  demand.   Within  the  1975-1985  time  period, 
however,  new  capacity  will  come  on-stream  and  the 
problem  will  be  eased. 


Q.    In  compiling  your  energy  message,  whose  statistical  data 
did  you  rely  on  —  industry  or  government? 

A.    Ours.   One  of  the  real  achievements  in  the  last  year 

was  growth  in  the  capability  of  the  Federal  government 
to  provide  its  own  energy  data.   The  analyses  in  this 
program  were  developed  by  the  government  using  its  own 
reporting  systems  and  analytical  tools. 


Q.    What  can  the  public  do  to  contribute  to  the  success 
of  your  program? 

A.    I  am  hoping  that  all  Americans  will  support  this  program 
in  every  way  possible.   The  most  significant  contribution 
the  average  consumer  can  make  is  in  the  area  of  energy 
conser  ation  --  by  installing  thermally  efficient  insula- 
tion in  their  homes,  by  lowering  thermostats,  by  driving 
55  MPH  and  by  driving  less.   The  greatest  contributions 
will  come  when  we  all  learn  how  to  conserve  which  is  why 
I  have  requested  an  increase  of  $4  million  in  the  govern- 
ment's public  information  program.   We  will  try  to  explain 
the  rationale  and  effects  of  this  program  to  all  Americans 
in  the  next  several  weeks. 


Q.    What  is  the  effect  of  the  Trans  Alaska  Pipeline  on 

domestic  supply  plans  and  will  it  help  the  situation? 
Are  there  any  plans  to  speed  up  construction?   What 
about  a  second  pipeline? 

A.    The  Trans  Alaska  Pipeline  will  supply  more  than  2  MMB/D 
of  domestic  crude  production,  almost  20  percent  above 
current  production  levels.   To  assure  rapid  completion 
of ^ the  pipeline,  the  Administration  has  already  given 
priority  to  its  requirements  of  equipment  and  materials. 
A  second  pipeline  could  be  constructed  later  if  necessary 
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STATEMENT  OF  THE  PRESIDENT  ON  SIGNING  EXECU 
TIVE  ORDER  TO  ACTIVATE  THE  ERDA  AND  THE  NRC 


January  15,   1975 


I  have  today  signed  an  Executive  Order  which  activates  on  January 
19,  1975,  the  Energy  Research  and  Development  Administration 
(ERDA)  and  the  Nuclear  Regulatory  Commission  (NRC). 

The  activation  of  these  two  new  agencies  lias  special  meaning  for  me. 
The  proposal  to  create  them  was  submitted  to  the  Congress  in  June, 
1973.  As  a  member  of  the  House  of  Representatives  at  the  time,  I  gave 
strong  support  to  their  creation  and  cast  my  vote  for  the  legislation  in 
December,  1973.  As  Vice  President,  I  followed  closely  the  progress  of 
the  bill  through  the  Senate.  I  was  gratified  to  sign  the  bill  into  law  on 
October  11,  1974.  I  am  now  pleased  to  sign  the  order  which  activates 
the  two  agencies. 

Both  agencies  will  play  significant  roles  in  our  national  energy 
programs,  thereby  influencing  the  lives  of  all  our  people. 

The  Nuclear  Regulatory  Commission  will  carry  out  the  licensing 
and  regulatory  functions  formerly  assigned  the  Atomic  Energy  Com- 
mission. Commercial  nuclear  power  will  have  an  increasingly  important 
role  in  our  nation's  energy  supply  in  the  years  ahead.  This  new  Com- 
mission will  devote  its  full  attention  to  assuring  the  safety  as  well  as 
the  reliability  of  this  critically  important  source  of  energy.  The  creation 
of  the  NRC  should  end  the  concern  that  some  have  expressed  about 
the  past  when  one  agency,  the  Atomic  Energy  Commission,  was 
assigned  the  responsibility  for  both  the  technological  development 
and  the  regulation  of  civilian  nuclear  power. 

The  Energy  Research  and  Development  Administration  will  bring 
together  in  a  single  agency  the  major  Federal  energy  research  and 
development  programs,  and  bear  the  responsibility  for  leading  the 
national  effort  to  develop  the  needed  technology  to  assure  that  the 
United  States  will  have  ample  and  secure  supplies  of  energy  at  reason- 
able prices.  ERDA  will  work  with  private  industry,  colleges  and 
universities,  and  others  to  develop  and  put  into  effective  use  tech- 
nology that  will  conserve  energy  and  increase  the  supply  of  energy 
from  all  sources,  including  fossil,  nuclear  fission  and  fusion,  solar  and 
geothermal.  ERDA  consolidates  major  research  and  development 
functions  previously  handled  by  the  AEC,  Department  of  the  Interior, 
National  Science  Foundation  and  Environmental  Protection  Agency. 
ERDA  also  will  continue  the  basic  research  nuclear  materials  produc- 
tion and  weapons  programs  of  the  AEC. 

With  the  addition  of  these  two  agencies,  we  will  have  organized  the 
major  elements  of  the  Federal  Government  that  are  needed  to  lead 
the  national  energy  effort.  They  will  play  a  critical  role  in  carrying 
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out  the  energy  policy  which  I  announced  today.  In  the  years  ahead, 
I  expect  to  have  as  much  pride  in  the  r  development  and  success  as 
I  have  in  their  creation. 

Executive  Order 
January  15,  1975 


Activation    of   the   Energy    Research   and    Development  Ad- 
ministration   and    the    Nuclear    Regulatory    Commission 

By  virtue  of  the  authority  vested  in  me  bv  the  Energv  Reorganiza- 
tion Act  of  1974  (Public  Law  93-438;  88  Stat.  1233),  Section  301  of 
title  3  of  the  United  States  Code,  and  as  President  of  the  United  States 
of  America,  it  is  hereby  ordered  : 

Section  1.  Pursuant  to  Section  312(a)  of  the  Energy  Reorganization 
Act  of  1974  I  hereby  prescribe  January  19,  1975,  as  the  effective  date 
of  that  Act.  This  action  shall  not  impair  in  any  way  the  activation  of 
the  Energy  Resources  Council  by  Executive  Order  No.  11814  of 
October  11,  1974. 

Sec  2.  The  Director  of  the  Office  of  Management  and  Budget  shall 
take  all  steps  necessary  or  appropriate  to  ensure  or  effectuate  the 
transfers  provided  for  in  the  Energy  Reorganization  Act  of  1974,  the 
Solar  Heating  and  Cooling  Demonstration  Act  of  1974  (Public  Law 
93-409;  88  Stat.  1069),  the  Geothermal  Energy  Research,  Develop- 
ment, and  Demonstration  Act  of  1974  (Public  Law  93-410;  88  Stat. 
1079),  the  Solar  Energy  Research,  Development,  and  Demonstration 
Act  of  1974  (Public  Law  93-473;  88  Stat.  1431),  to  the  extent  required 
or  permitted  by  law,  including  transfers  of  funds,  personnel  and 
positions,  assets,  liabilities,  contracts,  property,  records,  and  other 
items  related  to  the  transfer  of  functions,  programs,  or  authorities. 

Sec  3.  As  required  by  the  Energy  Reorganization  Act  of  1974,  this 
Order  shall  be  published  in  the  Federal  Register. 

Gerald  R.  Ford. 

The  White  House,  January  15,  1975 


STATEMENT 


January  21,  1975 


Before  we  go  into  the  questions,  I  would  like  to  take  a  moment  to 
briefly  review  with  you  several  critical  energy  issues. 

The  energy  decisions  I  announced  as  a  part  of  my  State  of  the  Union 
Address  resulted  from  the  most  comprehensive  review  this  Nation 
has  ever  made  of  its  energy  problems. 

This  stud\'  demonstrated  that  there  are  only  three  basic  alternatives. 
The  first  is  to  do  essentially  what  we  have  been  doing.  I  have  rejected 
this  because,  if  we  follow  that  policy,  we  will  be  importing  25  percent 
more  oil  by  1977.  By  1985,  we  will  be  dependent  on  foreign  sources 
for  more  than  half  of  our  oil.  This  would  subject  the  economy  of  the 
United  States  to  very  serious  disruption  if  these  supplies  were  once 
again  curtailed.  The  embargo  of  1973  occurred  during  a  period  when 
a  little  more  than  one-third  of  our  oil  came  from  foreign  sources.  The 
disruptions  we  suffered  then  were  just  a  small  taste  of  what  would 
likely  happen  in  the  event  of  another  embargo  when  we  would  be  far 
more  vulnerable. 

Some  have  suggested  rationing  as  the  second  alternative.  I  can 
understand  why  many  in  Congress,  and  elsewhere,  are  attempting  to 
find  a  solution  which  does  not  entail  sacrifice  and  hardship.  But  there 
is  no  easy  solution.  I  never  promised  one. 

I  believe  that  those  who  propose  rationing  do  not  have  a  clear 
understanding  of  what  their  plan  would  entail  for  the  American 
people. 

Man}'  of  us,  of  course,  remember  rationing  during  World  War  II, 
and  I  have  no  doubt  that  this  Nation  is  capable  of  sustaining  a 
rationing  program  during  a  short  emergency.  However,  to  really  curb 
demand,  we  would  have  to  embark  on  a  long-range  rationing  pro- 
gram of  more  than  five  years.  Those  favoring  rationing  must  be 
thinking  of  a  short-term  program,  not  a  serious  long-term  effort  to 
end  energy  dependency. 

Further,  there  is  simply  no  way  to  reach  our  goals  by  rationing. 
Rationing  provides  no  stimulus  to  increase  domestic  petroleum 
supply  or  accelerate  alternative  energy  sources.  By  concentrating 
exclusively  on  gasoline  rationing  many  other  areas  for  energy  con- 
servation are  overlooked. 

In  addition  to  being  ineffective,  gas  rationing  is  inequitable.  Even 
a  rationing  system  that  is  designed  with  the  best  motives  in  mind  and 
implemented  by  the  most  conscientious  administrators  would  not  be 
fair.  If  you  were  to  go  around  the  country  and  ask  individuals  what 
they  should  get  under  a  "fair"  rationing  system,  you  would  find  that 
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there  would  simply  not  be  enough  gasoline  to  go  around.  In  fact,  to 
reach  our  1975  goal  of  reducing  oil  imports  by  one  million  barr.  Is 
per  day,  a  gas  rationing  system  would  limit  each  driver  to  an  averr.ge 
of  less  than  9  gallons  a  week. 

Inequities  would  be  everywhere — how  would  people  in  remote 
areas  of  the  country  get  enough  gas  to  drive  into  town?  How  wor.ld 
farmers  get  enough  gas  to  harvest  their  crops?  What  would  happer.  to 
people  who  must  drive  a  long  way  to  work?  And  who  would  make  those 
decisions? 

It  is  essential  that  we  recognize  the  size  of  the  problem  which  we  are 
attempting  to  solve.  As  a  consequence,  we  must  evaluate  each  enorgy 
program  to  see  whether,  in  fact,  it  confronts — and  solves — the  prob- 
lem. It  does  us  little  good  to  impose  rationing  or  a  gasoline  tax  or 
simply  shutdown  gas  stations  on  Sunday.  These  will  not  give  us 
energy  independence.  The  alternative  I  have  chosen  relies  on  freedom 
of  individual  choice,  giving  people  and  businesses  an  incentive  to  save 
energy.  That  is  the  only  way  to  achieve  our  energy  goals.  The  need  for 
action  now  is  clear. 

Therefore,  later  this  week  I  will  sign  a  Presidential  Proclamation 
which  will  set  in  motion  the  most  important  and  far  reaching  every 
conservation  program  in  our  Nation's  history.  It  is  the  first  step  toward 
regaining  our  energy  freedom. 

We  must  reverse  our  increasing  dependency  on  imported  oil.  It 
seriously  threatens  our  national  security  and  the  very  existence  of 
our  freedom  and  leadership  in  the  free  world. 

The  Proclamation  is  designed  to  impose  higher  fees  on  imported 
oil  which  are  equitable  and  fair.  For  example,  it  will  contain  special 
provisions  to  avoid  undue  hardships  on  certain  regions  of  the  country — 
such  as  the  Northeast — which  are  heavily  dependent  upon  high-cost 
foreign  oil.  On  Thursday,  I  will  meet  with  the  governors  of  the  north- 
east states  on  their  special  problems. 

However,  it  is  absolutely  critical  that  Congress  act  quickly  if  we  are 
to  achieve  energy  independence.  The  increased  revenues  which  the 
government  will  collect  from  energy  taxes  must  be  returned  to  con- 
sumers and  businesses  through  my  proposed  tax  cut.  To  insure  speedy 
enactment  of  the  program,  I  will  work  with  Congress. 

I  will  not  sit  by  and  watch  this  Nation  continue  to  talk  about  an 
energy  crisis  and  do  nothing  or  take  half-way  measures  which  will 
not  change  the  direction  that  has  put  our  Nation  in  this  position.  We 
have  the  resources  in  this  country,  the  technological  capability  and 
the  spirit  to  regain  our  energy  independence. 

I  will  use  all  of  my  powers  as  President  to  make  certain  that  we 
succeed. 

Gerald  R.  Ford. 

The  White  House,  January  21,  1975. 


REMARKS  OF  THE  PRESIDENT  UPON  SIGNING  A 
PROCLAMATION  ON  OIL  IMPORT  TARIFFS 


January  22,  1975 


In  my  state  of  the  Union  address,  I  set  forth  the  Nation's  energy 
goals  to  assure  that  our  future  is  as  secure  and  productive  as  our  past. 
This  proclamation  that  I  am  about  to  sign  is  the  first  step  down  the 
long  and  difficult  road  toward  regaining  our  energy  freedom. 

The  proclamation  will  gradually  impose  higher  fees  on  imported 
oil,  and  this  will  result  in  substantial  energy  conservation  by  the 
United  States.  As  we  begin  to  achieve  our  near-term  conservation 
goals,  the  Nation  will  once  again  be  going  in  the  right  direction,  which 
is  away  from  energy  dependence. 

Each  day  that  passes  without  strong  and  tough  action,  which  this 
proclamation  is,  results  in  a  further  drain  on  our  national  wealth  and 
on  the  job  it  creates  for  the  American  people.  Each  day  without  action 
means  that  our  economy  becomes  more  and  more  vulnerable  to  serious 
disruption. 

Each  day  without  action  increases  the  threat  to  our  national 
security  and  welfare.  This  proclamation  which  is  just  as  fair  and  equita- 
ble as  the  law  permits  us,  must  now  be  followed  by  positive  Congres- 
sional action. 

The  Nation  needs  a  fully  comprehensive  and  long-range  energy 
program,  one  that  increases  domestic  energy  supplies  and  encourages 
lasting  conservation.  To  reach  our  national  goals,  we  need  the  help 
of  each  American,  and  especially  their  representatives  in  the  Congress. 

I  look  forward  to  vigorous  debate  and  serious  Congressional  hearings 
on  our  comprehensive  energy  plan.  The  crucial  point  is  that  this 
proclamation  moves  us  in  the  right  direction  while  we  work  to  enact 
the  energy  legislation. 

The  tactics  of  delay  and  proposals  which  would  allow  our  depend- 
ency and  vulnerability  to  increase  will  not  be  tolerated  by  the  Ameri- 
can people,  nor  should  they  be.  The  new  energy -saving  fees  put  us  on 
the  right  path. 

There  are  problems  ahead.  There  will  be  hardships.  Let  us  get  on 
with  the  job  of  solving  this  serious  energy  problem. 

Thank  you  very  much. 

Gerald  R.  Ford. 

The  White  House,  January  22,  1975 
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REMARKS  OF  THE  PRESIDENT  UPON  VETOING 

H.R.  1767 


March  4,   1975 


In  mid- January  I  said  this  country  needed  an  immediate  Federal 
income  tax  cut  to  reverse  the  current  recession  and  create  more  jobs. 
I  went  to  the  Congress  with  a  specific  program  of  legislative  action 
against  recession,  inflation  and  energy  dependence. 

I  asked  Congress  to  act  by  April  1.  I  used  the  authority  Congress 
had  given  the  President  to  apply  additional  import  fees  on  most 
foreign  oil. 

I  did  this  for  two  reasons:  First,  it  is  an  immediate  step  toward 
energy  conservation,  the  only  step  taken  so  far  to  slow  the  inflow  of 
foreign  oil  and  the  outflow  of  American  dollars;  and  secondly,  to 
prompt  the  Congress  to  action  on  energy  independence. 

The  Congress  responded  initially  by  saying  it  needed  more  time.  It 
pushed  through  this  act  to  take  away  Presidential  authority,  to  impose 
import  fees  on  foreign  oil  for  90  days. 

I  am  vetoing  this  negative  act  for  the  compelling  reasons  outlined 
in  a  message  sent  to  the  Congress  today.  However,  I  meant  what  I 
said  about  cooperation  with  the  Congress. 

I  want  to  give  the  Congress  a  reasonable  time  to  act  and  the  op- 
portunity to  avoid  a  confrontation  which  helps  nobody,  least  of  all 
the  American  people. 

I  do  this  readily  because  the  most  important  business  before  us — 
after  50  days  of  debate — is  still  the  economic  stimulant  that  could  be 
provided  by  the  income  tax  refunds  to  individuals,  and  job-creating 
tax  credits  to  farmers  and  businessmen  that  I  called  for  in  January. 

Last  Friday,  the  majority  leaders  of  the  Congress  asked  me  to  delay 
scheduled  increases  in  the  import  fees  on  foreign  oil  for  another  60 
days  while  they  work  out  the  specifics  of  their  own  energy  policy.  I 
find  this  request  reasonable. 

The  important  thing  is  that  the  Congress  is  finally  moving  on  our 
urgent  national  energy  problem.  I  welcome  these  efforts  and  the 
leadership  shown. 

I  am,  therefore,  amending  my  proclamation  to  postpone  for  two 
months  the  increases  scheduled  for  March  and  April.  Hopefully,  we 
can  agree  on  an  energy  program  by  May  1. 

A  most  compelling  reason  for  this  60-day  postponement  is  that  I 
want  no  part  in  delaying  the  speedy  enactment  by  the  Congress  of  the 
income  tax  cuts,  which  can  be  on  this  desk  by  the  end  of  March.  We 
have  exactly  four  weeks. 
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What  we  need  now  is  a  simple  but  substantial  tax  cut  to  revive  our 
economy  and  make  more  jobs.  What  we  need  next  is  a  comprehensive 
energy  program  to  end  our  dependence  on  foreign  oil  producers. 

What  we  don't  need  is  a  time-wasting  test  of  strength  between  the 
Congress  and  the  President.  What  we  do  need  is  a  show  of  strength 
that  the  United  States  government,  your  government,  can  act  deci- 
sively and  with  dispatch. 

Thank  you  very  much. 

Gerald  R.  Ford. 

The  White  House,  March  4,  1975. 


March  4,  1975 

To  the  House  oj  Representatives: 

I  am  returning  H.R.  1767  without  my  approval.  The  purposes  of 
this  Act  were  to  suspend  for  a  ninety-day  period  the  authority  of  the 
President  under  section  232  of  the  Trade  Expansion  Act  of  1962  or  any 
other  provision  of  law  to  increase  tariffs,  or  to  take  any  other  import 
adjustment  action,  with  respect  to  petroleum  or  products  derived 
therefrom;  to  negate  any  such  action  which  may  be  taken  by  the 
President  after  January  15,  1975,  and  before  the  beginning  of  such 
ninety-day  period. 

I  was  deeply  disappointed  that  the  first  action  by  the  Congress  on 
my  comprehensive  energy  and  economic  programs  did  nothing  positive 
to  meet  America's  serious  problems.  Nor  did  it  deal  with  the  hard 
questions  that  must  be  resolved  if  we  are  to  carry  out  our  respon- 
sibilities to  the  American  people. 

If  this  Act  became  law,  it  would  indicate  to  the  American  people 
that  their  Congress,  when  faced  with  hard  decisions,  acted  negatively 
rather  than  positively. 

That  course  is  unacceptable.  Recent  history  has  demonstrated  the 
threat  to  America's  security  and  economy  caused  by  our  significant 
and  growing  reliance  on  imported  petroleum. 

Some  understandable  questions  have  been  raised  since  my  program 
was  announced  in  January.  I  am  now  convinced  that  it  is  possible  to 
achieve  my  import  goals  while  reducing  the  problems  of  adjustment  to 
higher  energy  prices.  Accordingly: 

— I  have  directed  the  Administrator  of  the  Federal  Energy  Admin- 
istration to  use  existing  legal  authorities  to  adjust  the  price 
increases  for  petroleum  products  so  that  the  added  costs  of  the 
import  fees  will  be  equitably  distributed  between  gasoline  prices 
and  the  prices  for  other  petroleum  products,  such  as  heating  oil. 
These  adjustments  for  gasoline  will  not  be  permanent,  and  will  be 
phased  out. 
— To  assist  farmers,  I  am  proposing  a  further  tax  measure  that  will 
rebate  all  of  the  increased  fuel  costs  from  the  new  import  fees  for 
off-road  farm  use.  This  particular  rebate  program  will  also  be 
phased  out.  This  proposal,  which  would  be  retroactive  to  the  date 
of  the  new  import  fee  schedule,  will  substantially  lessen  the 
adverse  economic  impact  on  agricultural  production,  and  will 
reduce  price  increases  in  agricultural  products. 
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These  actions  will  ease  the  adjustment  to  my  conservation  program 
in  critical  sectors  of  the  Nation  while  still  achieving  the  necessary 
savings  in  petroleum  imports. 

Some  have  criticized  the  impact  of  my  program  and  called  for  delay. 
But  the  higher  costs  of  the  added  import  fees  would  be  more  than  offset 
for  most  families  and  businesses  if  Congress  acted  on  the  tax  cuts  and 
rebates  I  proposed  as  part  of  my  comprehensive  energy  program. 

The  costs  of  failure  to  act  can  be  profound.  Delaying  enactment  of 
my  comprehensive  program  will  result  in  spending  nearly  $2.5  billion 
more  on  petroleum  imports  this  year  alone. 

If  we  do  nothing,  in  two  or  three  years  we  may  have  doubled  our 
vulnerability  to  a  future  oil  embargo.  The  effects  of  a  future  oil  embargo 
by  foreign  suppliers  would  be  infinitely  more  drastic  than  the  one  we 
experienced  last  winter.  And  rising  imports  will  continue  to  export  jobs 
that  are  sorely  needed  at  home,  will  drain  our  dollars  into  foreign  hands 
and  will  lead  to  much  worse  economic  troubles  than  we  have  now. 

Our  present  economic  difficulty  demands  action.  But  it  is  no  excuse 
for  delaying  an  energy  program.  Our  economic  troubles  came  about 
partly  because  we  have  had  no  energy  program  to  lessen  our  depend- 
ence on  expensive  foreign  oil. 

The  Nation  deserves  better  than  this.  I  will  do  all  within  my  power 
to  work  with  the  Congress  so  the  people  may  have  a  solution  and  not 
merely  a  delay. 

In  my  state  of  the  Union  Message.  I  informed  the  Congress  that 
this  country  required  an  immediate  Federal  income  tax  cut  to  revive 
the  economy  and  reduce  unemployment. 

I  requested  a  comprehensive  program  of  legislative  action  against 
recession,  inflation  and  energy  dependence.  I  asked  the  Congress  to  act 
in  90  days. 

In  that  context,  I  also  used  the  stand-by  authority  the  Congress  had 
provided  to  apply  an  additional  dollar-a-barrel  import  fee  on  most 
foreign  oil  coming  into  the  United  States,  starting  February  1  and 
increasing  in  March  and  April. 

I  wanted  an  immediate  first  step  toward  energy  conservation — the 
only  step  so  far  to  reduce  oil  imports  and  the  loss  of  American  dollars. 
I  also  wanted  to  prompt  action  by  Congress  on  the  broad  program  1 
requested. 

The  Congress  initially  responded  by  adopting  H.R.  1767  to  take 
away  Presidential  authority  to  impose  import  fees  on  foreign  oil  for  90 
days. 

Although  I  am  vetoing  H.R.  1767  for  the  reasons  stated.  1  meant 
what  I  said  about  cooperation  and  compromise.  The  Congress  now 
pledges  action.  I  offer  the  Congress  reasonable  time  for  such  action.  I 
want  to  avoid  a  futile  confrontation  which  helps  neither  unemployed 
nor  employed  Americans. 

The  most  important  business  before  us  after  50  days  of  debate 
remains  the  simple  but  substantial  tax  refund  I  requested  tor  individ- 
uals and  job-creating  credits  to  farmers  and  businessmen.  This  eco- 
nomic stimulant  is  essential. 

Last  Friday,  the  majority  leaders  of  the  Senate  and  House  asked  me 
to  delay  scheduled  increases  in  the  import  fees  on  foreign  oil  for  60 
days  while  they  work  out  the  specifics  of  an  energy  policy  they  have 
jointly  produced.  Their  policy  blueprint  differs  considerably  from  my 
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energy  program  as  well  as  from  the  energy  legislation  now  being  consi- 
dered by  the  House  Committee  on  Ways  and  Means. 

I  welcome  such  initiative  in  the  Congress  and  agree  to  a  deferral 
until  May  1,  1975.  The  important  thing  is  that  the  Congress  is  finally 
moving  on  our  urgent  national  energy  problem.  I  am,  therefore, 
amending  my  proclamation  to  postpone  the  effect  of  the  scheduled  in- 
creases for  two  months  while  holding  firm  to  the  principles  I  have 
stated.  It  is  also  my  intention  not  to  submit  a  plan  for  decontrol  of  old 
domestic  oil  before  May  1. 

I  hope  the  House  and  Senate  will  have  agreed  to  a  workable  and 
comprehensive  national  energy  legislation. 

But  we  must  use  every  day  of  those  two  months  to  develop  and 
adopt  an  energy  program.  Also,  I  seek  a  legislative  climate  for  im- 
mediate action  on  the  tax  reductions  I  have  requested.  It  is  my  fervent 
wish  that  we  can  now  move  from  points  of  conflict  to  areas  of  agree- 
ment. 

I  will  do  nothing  to  delay  the  speedy  enactment  by  the  Congress  of 
straight-forward  income  tax  cuts  and  credits  by  the  end  of  this  month. 

Under  present  conditions,  any  delay  in  rebating  dollars  to  consumers 
and  letting  businessmen  and  farmers  expand,  modernize  and  create 
more  jobs  is  intolerable. 

I  do  not  believe  the  Congress  will  endanger  the  future  of  all  Ameri- 
cans. I  am  confident  that  the  legislative  branch  will  work  with  me  in 
the  Nation's  highest  interests. 

What  we  need  now  is  a  simple  tax  cut  and  then  a  comprehensive 
energy  plan  to  end  our  dependence  on  foreign  oil. 

What  we  don't  need  is  a  time-wasting  test  of  strength  between  the 
Congress  and  the  President.  What  we  do  need  is  a  show  of  strength  that 
the  United  States  government  can  act  decisively  and  with  dispatch. 

Gerald  R.  Ford. 

The  White  House,  March  4,  1975. 


STATEMENT  BY  THE  PRESIDENT  ON  VOLUNTARY  EN- 
ERGY CONSERVATION— NOTING  THE  PASSAGE  OF 
SENATE  RESOLUTION  59 


March  20,  1975 


In  my  state  of  the  Union  Message,  I  outlined  a  comprehensive  pro- 
gram to  address  the  Nation's  energy  and  economic  problems.  My 
energy  program  includes  measures  to  encourage  energy  conservation, 
to  increase  domestic  energy  production,  and  to  prepare  for  any  future 
emergency  that  might  result  from  an  oil  embargo.  I  set  goals  of 
reducing  oil  imports  by  1  million  barrels  per  day  below  expected  levels 
by  the  end  of  1975  and  2  million  barrels  per  day  by  1977 — and  achiev- 
ing energy  independence  by  1985. 

I  announced  administrative  actions  and  legislative  proposals  which 
are  necessary  to  achieve  these  goals.  The  Nation  is  now  awaiting  action 
by  the  Congress  on  my  legislative  proposals.  I  am  confident  that  the 
Congress  will  move  quickly  so  that  we  can  minimize  the  adverse 
economic  impact  of  the  outflow  of  dollars  for  imported  oil  and  reduce 
our  vulnerability  to  disruption  by  another  embargo. 

While  we  wait  for  the  Congress  to  act,  I  would  like  to  remind  the 
American  people  that  their  voluntary  actions  can  make  an  important 
contribution  toward  achieving  our  economic  and  energy  goals. 
Recently,  the  Senate  of,  the  United  States  adopted  a  resolution 
sponsored  by  Senator  Jennings  Randolph  of  West  Virginia  and  67 
other  Senators  which  calls  upon  me  to  proclaim  an  Energy  Conserva- 
tion Month,  during  which  voluntary  actions  to  conserve  energy  might 
be  intensified. 

I  welcome  this  action  by  the  Senate  and  join  the  sponsors  of  the 
resolution  in  urging  all  Americans  to  renew  their  efforts  to  use  energy 
wisely  and  more  efficiently  in  their  homes,  offices,  schools,  farms, 
industries,  commercial  establishments,  and  travel. 

The  opportunities  for  voluntary  energy  conservation  and  the  bene- 
fits of  conservation  are  clear.  Last  September,  I  established  a  goal  for 
Federal  Government  agencies  to  hold  energy  consumption  in  fiscal 
year  1975  to  levels  15  percent  below  1973.  I  am  pleased  to  report  that, 
during  the  first  six  months  of  fiscal  year  1975,  the  Federal  agencies 
have  held  consumption  approximately  23  percent  below  1973  levels — a 
savings  equivalent  to  46  million  barrels  of  oil  and  a  savings  in  energy 
costs  to  Federal  taxpayers  of  $425  million.  In  addition,  the  Energy 
Resources  Council  is  working  closely  with  industry  and  others  to  find 
ways  of  conserving  energy. 

The  voluntary  actions  we  have  taken  have  made  an  important 
contribution  and  I  call  upon  the  leaders  of  business  and  industry, 
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State  and  local  governments,  and  all  the  American  people  to  renew 
and  intensify  their  voluntary  energy  conservation  efforts.  The  Senate 
has  called  for  designation  of  a  one  month  period  for  intensified  energy 
conservation  actions.  But  I  am  confident  that  all  the  Senators  who 
sponsored  Senate  Resolution  59  will  join  me  in  urging  all  our  citizens 
to  make  energy  conservation  a  year-round  effort. 

We  know  that  voluntary  actions  alone  cannot  solve  our  Nation's 
energy  and  economic  problems.  Action  by  the  Congress  is  needed  on 
the  measures  I  have  proposed  to  increase  domestic  production  and  to 
reduce  demand,  all  of  which  are  essential  to  the  solution  of  our  problem. 
I  trust  that  Senate  Resolution  59  is  but  the  first  of  the  constructive 
actions  that  we  can  expect  from  the  Congress. 

Gerald  R.  Ford, 

The  White  House,  March  20,  1975. 


FACT  SHEET— NAVAL  PETROLEUM  RESERVES 


March  30,  1975 


The  Naval  Petroleum  Reserves  were  created  between  1912  and 
1921.  Presidents  Taft,  Wilson,  Coolidge  and  Harding  established  the 
petroleum  reserves  by  withdrawal  of  relatively  small  but  selective 
acreages  of  domain  to  be  administered  by  the  Navy  as  an  assured 
defense  fuel  supply.  Congress  placed  these  Reserves  under  authority 
of  the  Secretary  of  the  Navy  on  June  4,  1920. 

The  four  reserves  are  summarized  below. 

Naval  Petroleum  Reserve  No.  1,  Elk  Hills,  Calif. 

background 

On  September  2,  1912,  President  Taft,  by  Executive  Order,  set 
aside  38,072  acres  of  land  in  the  Elk  Hills  area  of  Kern  County, 
California,  as  Naval  Petroleum  Reserve  1.  This  area  is  110  miles  from 
Los  Angeles  and  about  30  miles  from  Bakersfield.  In  the  1940's,  the 
Reserve  was  enlarged  by  Executive  Order  to  46,095  acres  with  the 
government  owning  37,554  acres  and  Standard  Oil  Company  of 
California  (the  only  private  owner)  owning  8,541  acres.  The  Navy  and 
Standard  entered  into  an  initial  Unit  Plan  Contract  in  1944  for 
the  cooperative  exploration,  development  and  operation  of  all  lands  in 
the  Reserve.  Under  this  contract,  Navy  is  entitled  to  approximately 
80  percent  of  any  production  and  Standard  is  entitled  to  about 
20  percent. 

CURRENT   STATUS 

The  recoverable  reserves  are  estimated  to  be: 
Oil — in  excess  of  1   billion  barrels. 
Natural  gas — 1.5   trillion  cubic  feet. 

There  are  currently  approximately  1,000  wells  with  a  capability  of 
producing  160,000  barrels  of  oil  a  day.  With  a  maximum  production 
effort,  this  area  could  be  producing  300,000  barrels  per  dav  bv  1977 
and  perhaps  400,000  in  1979. 

Although  Congress  has  not  passed  a  production  bill  for  Elk  Hills, 
it  has  appropriated  funds,  following  the  embargo,  for  the  Navy  to 
institute  a  substantial  development  program.  This  includes  a  fiscal 
year  1975  appropriation  of  $42.7  million  and  the  Navy  is  planning  on 
$68.5  million  in  the  fiscal  year  1976  Budget.  Wells  are  being  drilled  at 
a  rate  of  seven  per  month,  utilizing  five  drilling  rigs.  By  September, 
there  will  be  eight  rigs  working  on  the  Reserve,  completing  15  wells 
per  month. 
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STATUS  OF  LEGISLATION 


The  President  submitted  legislation  to  Congress  on  January  30, 
1975,  asking  for  immediate  production  of  Elk  Hills  under  Navy 
control.  Production  would  be  disposed  of  as  follows: 

Sale  on  open  market  or  exchange  for  refined  products  used  by 
Defense  Department. 

Replenishing  of  Defense  stocks. 
Storage  in  a  National  Strategic  Petroleum  Reserve. 
The  revenues  from  the  production  sales  would  be  deposited  in  a 
special  fund  in  the  Treasury  to  be  used  for: 

Further  exploration,  development,  maintenance  and  production 
of  all  naval  petroleum  reserves. 

Acquisition,  construction,  filling  and  maintenance  of  the  Na- 
tional Strategic  Petroleum  Reserve. 

Acquisition,    construction,    filling    and    maintenance    of    the 
National  Strategic  Petroleum  Reserve. 
The  House  Armed  Services  Committee  has  not  yet  held  hearings 
but  plans  to  do  so  early  in  April.  Representative  Melcher  has  intro- 
duced a  bill  which  would  switch  jurisdiction  from  the  Navy  Depart- 
ment to  the  Interior  Department. 

In  the  Senate,  Senator  Hatfield  has  introduced  a  bill  similar  to  the 
Melcher  bill.  Other  bills  have  been  introduced  by  Senators  Jackson 
and  Cannon.  The  Senate  Interior  and  Armed  Services  Committees 
have  held  joint  hearings. 

Naval  Petroleum  Reserve  No.  2,  Buena  Vista  Hills,  Calif. 

Since  the  precise  amount  of  oil  in  NPR-1  was  unknown  when  set 
aside  in  1912,  a  second  reservation  of  30,180.69  acres  in  the  Buena 
Vista  Hills  of  Kern  County,  California  was  recommended  after 
discovery  of  oil  in  this  area  in  1910.  This  proposed  withdrawal  was 
immediately  adjacent  to  a  part  of  the  southern  boundary  of  NPR-1. 
President  Taft  created  Naval  Petroleum  Reserve  No.  2  by  an  Execu- 
tive order  dated  December  13,  1912. 

During  the  period  1920-1923  all  Government  lands  in  NPR-2 
were  leased  by  the  Secretary  of  the  Interior  to  private  operators  under 
provisions  of  the  Acts  of  February  25,  1920  (Mineral  Leasing  Act) 
and  June  4,  1920  (Naval  Petroleum  Reserve  Act).  Subsequent  to  the 
Executive  order  of  March  17,  1927,  however,  administration  of  all 
such  leases  were  returned  in  control  of  the  Navy. 

NPR-2  is  fully  developed  and  is  producing  at  a  commercial  rate. 
It  has  proven  reserves  of  15.6  million  barrels  of  oil.  Navy's  share  of  the 
production  is  currently  647  BOPD  as  royalty. 

Naval  Petroleum  Reserve  No.  3,  Teapot  Dome,  Wyo. 

President  Wilson's  Executive  Order  of  April  30,  1915,  designated 
the  Teapot  Dome  area  in  Wyoming  as  Naval  Petroleum  Reserve  No.  3. 
Unlike  the  two  reserves  in  California,  all  of  the  acreage  here  was 
owned  by  the  Government  and  there  were,  therefore,  none  of  the 
problems  created  by  the  presence  of  private  holdings. 

On  April  7,  1922,  NPR-3  was  initially  leased.  On  December  31, 
1927  all  of  the  producing  wells  on  the  NPR-3  were  shut-in.  The  field 
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remained  shut-in  until  the  period  1951-1953  when  an  exploratory 
program  was  initiated;  thereafter  it  was  shut-in  until  1958  when  an 
offset  drilling  program  was  instituted  to  protect  against  drainage  by 
adjacent  operators. 

There  are  presently  150  wells  on  NPR-3  with  the  capability  to 
produce  2,000  BOPD.  There  are  known  reserves  of  42.5  million  barrels 
of  oil.  The  present  production  is  327  BOPD. 

Naval  Petroleum  Reserve  No.  4,  Alaska 

On  February  27,  1923,  President  Harding  signed  Executive  Order 
No.  3797A  designating  an  area  of  37,000  square  miles  in  the  northern 
part  of  Alaska  as  Naval  Petroleum  Reserve  No.  4.  Virtually  none  of 
this  area  had  ever  been  explored,  but  oil  seepages  had  been  reported 
indicating  the  existence  of  large  hydrocarbon  deposits. 

There  are  currently  proven  reserves  in  NPR-4  of  100  million 
barrels  of  oil  and  it  is  estimated  that  NPR-4  contains  10  to  33  billion 
barrels. 

The  abbreviated  table  below  provides  pertinent  statistics  on  the 
Naval  Petroleum  Reserves  system : 


Proved  reserves 

Estimated  new  reserves 

MM/bbls 
oil 

MM/Mcf 
gas 

MM/bbls  oil 

MM/Mcf  gas 

Area 
(acres) 

<PR  No.  1 

YPRNo.2 

IPRNo.3 

*PR  No.  4.    . 

1,009.6 

15.6 

42.5 

100.1 

1,180 
NA 
8.0 

160.6 

482 

0 

0 

10,  000-330,  000 

300 

0 

0 

60,  000-192,  000 

U6,095 

130,181 

9,481 

23, 680,  000 

1  Contains  both  Government  and  private  titled  land.  NPR-1  is  under  a  unit  plan  with  the  Standard  Oil  Co.  of  California 
»ho  participates  in  the  amount  of  20  percent.  SOCAL  also  operates  NPR-1  under  contract  to  the  Department  of  the  Navy. 

Gerald  R.  Ford. 
The  White  House,  March  80,  1975. 


TEXT  OF  LETTERS  FROM  THE  PRESIDENT  TO  THE 
SPEAKER  OF  THE  HOUSE  OF  REPRESENTATIVES  AND 
THE  PRESIDENT  OF  THE  SENATE 


April  30,  1975 


Dear  Mr.  Speaker:  (Dear  Mr.  President:)  Three  and  one-half 
months  have  passed  since  I  presented  the  Nation  and  the  Congress 
with  a  comprehensive  program  to  achieve  energy  independence  by 
1985.  Although  the  policy  I  put  forth  was  not  an  easy  solution,  it 
was,  and  remains  today,  the  only  comprehensive  and  workable  na- 
tional energy  program.  Because  of  the  seriousness  of  the  problem, 
I  also  moved  to  cut  energy  demand  and  increase  supply  to  the  maxi- 
mum extent  within  my  administrative  discretion  by  announcing  a 
three  step  increase  in  the  fees  on  imported  petroleum  starting  last 
February  1  and  complete  decontrol  of  old  oil  prices  by  April  1. 

After  imposition  of  the  first  dollar  of  the  additional  import  fees, 
the  majority  leadership  in  the  Congress  requested  that  I  delay  further 
actions  to  provide  time  to  evaluate  my  proposals,  to  formulate  an 
alternative  comprehensive  energy  plan  and  to  enact  legislation.  I 
granted  a  60  day  delay  in  the  spirit  of  compromise,  in  spite  of  the 
fact  that  we  had  already  waited  much  too  long  to  make  the  hard 
decisions  our  country  needs. 

In  the  60  days  that  followed,  a  number  of  Congressional  energy 
programs  were  introduced  and  considered.  Little  progress  has  been 
made  though.  Thus,  I  am  forced  to  again  make  a  difficult  adminis- 
trative decision. 

Since  my  State  of  the  Union  Message  last  January,  there  has  been 
no  improvement  in  the  situation  in  the  Middle  East.  The  existing 
tensions  only  heighten  my  belief  that  we  must  do  everything  possible 
to  avoid  increasing  our  dependence  on  imported  oil  in  the  months 
ahead. 

The  recession  is  coming  to  an  end.  But  the  pending  upturn  will 
result  in  greater  demand  for  imported  oil.  At  the  same  time,  however, 
it  will  put  us  in  a  better  position  to  absorb  the  adjustments  that 
greater  energy  conservation  will  require. 

There  are  some  encouraging  signs  in  the  Congress.  Chairmen  Ullman 
and  Dingell  and  ranking  minority  members  Schneebeli  and  Brown 
have  been  working  diligently  in  their  respective  committees  to 
formulate  a  comprehensive  energy  program.  After  extensive  hearings 
and  discussions,  their  efforts  to  date  embody  some  elements  of  the 
energy  proposals  which  I  sent  to  the  Congress  as  well  as  several  which 
could  be  potentially  disastrous. 
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The  Senate  has  also  conducted  many  hearings.  Yet  the  only  legis- 
lation which  has  passed  is  a  bill  that  would  impose  mandatory  restric- 
tions within  60  days  on  recreational  and  leisure  travel,  hours  of 
business  operation,  and  commercial  lighting.  This  bill  is  ineffective 
and  unrealistic.  It  would  result  in  unwarranted  government  control 
of  personal  freedoms,  and  would  cause  unforeseen  economic  con- 
sequences. 

I  am  hopeful  that  the  weeks  ahead  can  result  in  agreement  between 

the  Congress  and  the  Administration.  I  believe  it  can  if  we  are  willing 

to  work  diligently,  honestly,  and  more  rapidly.  But  I  am  concerned 

about    the    possibility   of   the    Congress   passing   politically   popular 

legislation  which  will  not  only  fail  to  meet  our  energy  needs  but  which 

could  create  serious  economic  problems  for  the  Nation.   From  my 

many  years  in  the  Congress,  I  know  how  easy  it  is  to  become  embroiled 

in  endless  debate  over  tough  decisions.  I  also  know  how  easy  it  is  for 

the  Congress  to  enact  legislation  full  of  rhetoric  and  high  sounding 

purpose,  but  short  of  substance.  That  must  not  happen  in  this  case. 

Neither  the  House  nor  the  Senate  has  passed  one  significant  energy 

measure  acceptable  to  the  Administration  in  these  past  few  months. 

Hence,  I  must  be  a  realist — since  the    time   before   final  legislation 

will  be  on  my  desk  is  very  long.  I  understand  that  in  many  ways  the 

timing  and  substance  is  beyond  the  control  of  the  individual  committee 

chairmen.  Yet,  postponement  of  action  on  mv  part  is  not  the  answer. 

I  am,  therefore,  taking  these  administration  actions  at  this  time: 

— First,    I    have    directed    the   Federal   Energy   Administrator   to 

implement  a  program  to  steadily  phase  out  price  controls  on 

old  oil  over  two  years,  starting  June  1,  1975.  This  program  will 

not  proceed  until  public  hearings  are  completed  and  a  plan  is 

submitted    for    Congressional    review,    as    required    by    statute. 

While  I  intend  to  work  with  the  Congress,  and  have  compromised 

on  my  original  decision  to  proceed  with  immediate  decontrol, 

the  nation  cannot  afford  to  wait  indefinitely  for  this  much  needed 

action.  I  intend  to  accompany  this  action  with  a  redoubling  of 

my  efforts  to  achieve  an  appropriate  windfall  profits  tax  on  crude 

oil  production  with  strong  incentives   to  encourage   maximum 

domestic  exploration  and  production. 

— Second,  I  will  again  defer  the  second  dollar  import  fee  on  cm  !e 

oil  and  the  $.60  per  barrel  fee  on  imported  petroleum  produc  .s 

in  order  to  continue  the  spirit  of  compromise  with  the  Congress, 

However,  I  will  be  forced  to  impose  the  higher  fees  in  30  days, 

or  sooner,  if  the  House  and  Senate  fail  to  move  rapidly  on  the 

type  of  comprehensive  legislation  which  is  necessary  to  resolve 

our  critical  energy  situation.  Such  legislation  must  not  embody 

punitive  tax  measures  or  mandated,  artificial  shortages,  which 

could  have  significant  economic  impact  and  be  an  unwarranted 

intrusion  on  individual  freedom  of  choice. 

The   administrative   action   that  I   have  set  in   motion   will   help 

achieve  energy  self-sufficiency  by  1985,  stem  increasing  vulnerability 

during    the    next    few    critical    years,    and    accomplish    this    without 

significant  economic  impact.  Nevertheless,  my  actions  alone  are  not 

enough.  The  Congress  must  move  rapidly  on  a  more  comprehensive 

energy   program   which   includes   broader   energy   conservation   and 
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actions  to  expand  supply.  Action  now  is  essential  to  develop  domestic 
supplies  and  protect  American  jobs.  It  is  my  utmost  desire  in  an- 
nouncing these  executive  initiatives  to  balance  our  overwhelming 
need  to  move  ahead  with  an  equally  important  need  not  to  force 
outright  confrontation  between  the  Administration  and  the  Congress. 

I  pledge  to  work  with  the  Congress  in  this  endeavor.  To  the  extent 
comprehensive  and  effective  legislation  is  passed  by  the  Congress, 
I  stand  ready  to  approve  it.  What  I  cannot  do  is  stand  by  as  more 
time  passes  and  our  import  vulnerability  grows.  If  this  happens, 
I  will  not  hesitate  to  impose  the  higher  import  fees.  Meantime,  my 
administrative  actions  must  fill  the  gap  in  this  endeavor.  The  country 
can  afford  no  less. 
Sincerely, 

Gerald  R.  Ford. 

The  White  House,  April  30,  1975. 


BY  THE  PRESIDENT  OF  THE  UNITED  STATES  OF 
AMERICA— A  PROCLAMATION 


May  1,   1975 


Modifying  Proclamation  Xo.  3279,  as  Amended,  Relating  to 
Imports  of  Petroleum  and  Petroleum  Products,  and  Providing 
for  the  Long-Term  Control  of  Imports  of  Petroleum  and 
Petroleum  Products  Through  a  System  of  License  Fees 

Whereas,  I  judge  it  necessary  and  consistent  with  the  national 
security  that  the  Mandatory  Oil  Import  Program  maintain  flexibility 
to  accommodate  evolving  programs  for  discouraging  importation  into 
the  United  States  of  petroleum  and  petroleum  products  in  such 
quantities  or  under  such  circumstances  as  threaten  to  impair  the  na- 
tional security;  and 

Whereas,  a  temporary  deferral  of  the  scheduled  increases  in  oil 
import  license  fees  is  appropriate  in  order  to  maintain  such  flexibility; 
and 

Whereas,  I  intend  to  act  within  thirty  days  to  increase  the  oil 
import  license  fees  to  their  originally  scheduled  levels  of  $2  and  $3 
should  alternative  programs  for  discouraging  imports  not  be  formu- 
lated in  a  timely  fashion  or  should  such  programs  fail  to  protect  ade- 
quately United  States  national  security  interests; 

Now,  therefore,  I,  Gerald  R.  Ford,  President  of  the  United 
States  of  America,  acting  under  and  by  virtue  of  the  authority  vested 
in  me  by  the  Constitution  and  the  laws  of  the  United  States,  including 
Section  232  of  the  Trade  Expansion  Act  of  1962,  as  amended,  do  hereby 
proclaim  that,  effective  as  of  May  1,  1975,  Proclamation  Xo.  3279,  as 
amended,  is  hereby  further  amended  as  follows: 

Section  1.  Clause  (hi)  of  subparagraph  (1)  of  paragraph  (a)  of 
Section  3  is  amended  to  read  as  follows: 

"(hi)  with  respect  to  imports  of  crude  oil,  natural  gas  products, 
unfinished  oils,  and  all  other  finished  products  (except  ethane,  propane, 
butanes,  and  asphalt)  entered  into  the  customs  territory  of  the  United 
States  on  or  after  Februarv  1,  1975,  there  shall  be  a  supplemental  fee 
per  barrel  of  $1.00." 

Sec.  2.  Clause  (viii)  of  subparagraph  (1)  of  paragraph  (a)  of  Section 
3  is  amended  to  read  as  follows : 

"(viii)  with  respect  to  licenses  issued  pursuant  to  paragraph  3(a)(1) 
(iii)  for  imports  other  than  (A)  any  material  imported  for  refining  that 
qualifies  for  inclusion  in  a  refiner's  crude  oil  runs  to  stills  under  the  Old 
Oil  Allocation  Program  or  (B)  products  refined  in  a  refinery  outside  of 
the  customs  territory  as  to  which  crude  oil  runs  to  stills  would  qualify 
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a  refiner  to  receive  entitlements  under  the  Old  Oil  Allocation  Program, 
the  Administrator- may  by  regulation  reduce  the  fee  payable  for  im- 
ports entered  on  or  after  February  1,  1975,  by  $1.00  per  barrel,  except 
that  the  Administrator  may  reduce  such  fee  by  such  other  amounts  as 
he  may  determine  to  be  necessary  to  achieve  the  objectives  of  this 
Proclamation  and  the  Emergency  Petroleum  Allocation  Act  of  1973." 

In  witness  whereof,  I  have  hereunto  set  my  hand  this  30th  day  of 
April,  in  the  year  of  our  Lord  nineteen  hundred  seventy-five,  and  of  the 
Independence  of  the  United  States  of  America  the  one  hundred  and 
ninety-ninth. 

Gerald  R.  Ford. 

The  White  House,  May  1,  1975. 


MESSAGE  TO  THE  HOUSE  OF  REPRESENTATIVES  ON 
VETOING  THE  SURFACE  MINING  AND  RECLAMATION 
ACT  OF  1975 


May  20,   1975 


To  the  House  oj  Representatives: 

I  am  today  returning  without  my  approval,  H.R.  25,  the  proposed 
Surface  Mining  Control  and  Reclamation  Act  of  1975.  I  am  unable  to 
sign  this  bill  because : 

1.  As  many  as  36,000  people  would  lose  jobs  when  unemploy- 
ment already  is  too  high. 

2.  Consumers  would  pay  higher  costs — particularly  for  electric 
bills — when  consumer  costs  are  already  too  high. 

3.  The  Nation  would  be  more  dependent  on  foreign  oil — when 
we  are  already  overly  dependent  and  dangerously  vulnerable. 

4.  Coal  production  would  be  unnecessarily  reduced — when  this 
vital  domestic  energy  resource  is  needed  more  than  ever. 

America  is  approaching  a  more  serious  domestic  energy  shortage, 
and  we  are  not  facing  up  to  it. 

We  can  develop  our  energy  sources  while  protecting  our  environ- 
ment. But  this  bill  does  not  do  that.  I  have  supported  responsible 
action  to  control  surface  mining  and  to  reclaim  damaged  land.  I 
continue  to  support  actions  which  strike  a  proper  balance  between 
our  energy  and  economic  goals  and  important  environmental  ob- 
jectives. 

Unfortunately,  H.R.  25  does  not  strike  such  a  balance. 

Since  I  submitted  my  comprehensive  national  energy  program 
earlier  this  year — a  program  which  included  a  tough  but  balanced 
surface  mining  bill — our  energy  situation  has  continued  to  deteriorate. 
With  domestic  energy  production  continuing  to  drop,  we  are  today 
more  vulnerable  to  the  disruption  of  oil  supplies  than  we  were  during 
the  Mid-East  oil  embargo.  We  will  be  even  more  vulnerable  as  our 
economy  recovers  and  energy  consumption  increases.  This  vulner- 
ability places  us  in  an  untenable  situation  and  could  result  in  new  and 
serious  economic  problems. 

Coupled  with  this  steadily  deteriorating  situation  is  the  fact  that 
the  Congress  has  yet  to  act  on  a  comprehensive  energy  program 
capable  of  achieving  goals  on  which  we  all  agree.  Several  Congressional 
committees  have  worked  hard  to  develop  solutions.  Unfortunately, 
their  proposals  are  inadequate  to  achieve  the  energy  objectives  I  have 
set. 

As  the  one  abundant  energy  source  over  which  the  United  States  has 
total  control,  coal  is  critical  to  the  achievement  of  American  energy 
independence.  In  the  face  of  our  deteriorating  energy  situation,  we 
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must  not  arbitrarily  place  restrictions  on  the  development  of  this 
energy  resource. 

It  is  with  a  deep  sense  of  regret  that  I  find  it  necessary  to  reject  this 
legislation.  My  Administration  has  worked  hard  with  the  Congress  to 
try  to  develop  an  acceptable  surface  mining  bill  and  other  energy  pro- 
grams which  could,  when  taken  together,  enable  us  to  reduce  energy 
imports  and  meet  environmental  objectives.  While  the  Congress 
accepted  in  H.R.  25  some  of  my  proposals,  it  rejected  others  necessary 
to  reduce  the  adverse  impact  on  coal  production  and  to  clarify  various 
provisions  of  the  legislation  to  make  it  precise  and  more  workable. 

The  Department  of  the  Interior  and  the  Federal  Energy  Adminis- 
tration now  advise  me  that,  if  this  bill  were  to  become  law,  a  produc- 
tion loss  of  40  to  162  million  tons  would  result  in  1977.  This  would 
mean  that  six  to  twenty-four  percent  of  expected  1977  coal  production 
would  be  lost.  Actually,  production  losses  resulting  from  H.R.  25 
could  run  considerably  higher  because  of  ambiguities  in  the  bill  and 
uncertainties  over  many  of  its  provisions. 

The  bill  I  sent  to  the  Congress  in  February  would  have  ^lso  entailed 
production  losses  estimated  between  33  and  80  million  tons.  Even 
though  these  losses  would  have  been  substantia1,  we  could  have 
accepted  them  if  Congress  had  enacted  the  comprehensive  energy 
program  I  proposed.  But,  now  the  potential  losses  of  H.R.  25  are 
intolerable. 

The  reduction  in  coal  production  would  mean  that  the  United 
States  will  be  forced  to  import  more  foreign  oil.  To  demonstrate  the 
seriousness  of  this  problem,  it  is  estimated  that  we  would  be  forced 
to  import  an  additional  215  million  barrels  of  oil  a  year  at  a  cost  of 
$2.3  billion  for  every  50  million  tons  of  coal  not  mined.  At  a  time 
when  our  dependence  on  Mid  East  oil  is  expected  to  double  in  just 
2}i  years,  I  believe  it  would  be  unwise  to  further  increase  this  depend- 
ency by  signing  into  law  H.R.  25.  This  kind  of  setback  in  coal  pro- 
duction would  cause  our  dependence  on  Mid-East  oil  to  triple  by 
1977. 

Additional  reasons  for  withholding  approval  of  H.R.  25  are  its 
legislative  shortcomings.  These  include: 

— Ambiguous,   vague   and   complex   provisions — as   the   record   of 
Congressional  debate  indicates.  The  bill  would  lead  to  years  of 
regulatory  delays,  litigation  and  uncertainty  against  the  best  in- 
terests of  achieving  either  our  environmental  or  energy  objectives. 
— Cumbersome    and    unwieldy  Federal-State    regulatory   and   en- 
forcement provisions.  H.R.  25  would  inject  the  Federal  Govern- 
ment immediately  into  a  field  which  is  already  regulated  by 
most  states.  Since  1971,  21  states  which  produce  over  90  percent 
of   the   nation's   surface   mined   coal   have   either   enacted   new 
environmental    legislation    governing   surface    mining   or   have 
strengthened  laws  already  on  the  books. 
— H.R.  25's  tax  provisions  which  would  be  excessive  and  unneces- 
sarily increase  the  price  of  coal. 
— Its  provisions  which  enable  State  governments  to  ban  surface 
mining  of  coal  on  Federal   lands — thus  preventing  a  national 
resource  from  being  used  in  the  national  interest. 
— Its  provisions  permitting  the  Federal  government  to  pay  private 
landowners  80  percent  or  more  of  the  cost  of  reclaiming  previously- 
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mined  land,  leaving  title  to  the  land  in  private  hands,  could 
provide  windfall  profits  at  the  expense  of  coal  consumers. 
In  short,  I  favor  action  to  protect  the  environment,  to  prevent 
abuses  that  have  accompanied  surface  mining  of  coal,  and  to  reclaim 
land  disturbed  by  surface  mining.  I  believe  that  we  can  achieve  those 
goals  without  imposing  unreasonable  restraints  on  our  ability  to 
achieve  energy  independence,  without  adding  unnecessary  costs, 
without  creating  more  unemployment  and  without  precluding  the  use 
of  vital  domestic  energy  resources. 

Gerald  R.  Ford. 
The  White  House,  May  20,  1975. 


ADDRESS  BY  THE  PRESIDENT  LIVE  ON  NATIONWIDE 
RADIO  AND  TELEVISION 


May  27,   1975 


Good  evening. 

Last  January  15,  I  went  before  your  Senators  and  Representatives 
in  Congress  with  a  comprehensive  plan  to  make  our  country  inde- 
pendent of  foreign  sources  of  energy  by  1985.  Such  a  program  was 
Jong  overdue.  We  have  become  increasingly  at  the  mercy  of  others 
for  the  fuel  on  which  our  entire  economy  runs. 

Here  are  the  facts  and  figures  that  will  not  go  away.  The  United 
States  is  dependent  on  foreign  sources  for  about  37  percent  of  its 
present  petroleum  needs.  In  ten  years,  if  we  do  nothing,  we  will  be 
importing  more  than  half  of  our  oil  at  prices  fixed  by  others,  if  they 
choose  to  sell  to  us  at  all. 

In  two  and  a  half  years,  we  will  be  twice  as  vulnerable  to  a  foreign 
oil  embargo  as  we  were  two  winters  ago.  We  are  now  paying  out  $25 
billion  a  year  for  foreign  oil.  Five  years  ago  we  paid  out  only  $3  billion 
annually.  Five  years  from  now,  if  we  do  nothing,  who  knows  how 
many  more  billions  will  be  flowing  out  of  the  United  States. 

These  are  not  just  American  dollars.  These  are  American  jobs. 

Four  months  ago,  I  sent  the  Congress  this  167-page  draft  of  de- 
tailed legislation,  plus  some  additional  tax  proposals.  My  program 
was  designed  to  conserve  the  energy  we  now  have,  while  at  the  same 
time  speeding  up  the  development  and  production  of  new  domestic 
energy. 

Although  this  would  increase  the  cost  of  energy  until  new  supplies 
were  fully  tapped,  those  dollars  would  remain  in  this  country  and 
would  be  returned  to  our  own  economy  through  tax  cuts  and  rebates. 
I  asked  the  Congress  in  January  to  enact  this  urgent  ten-year  pro- 
gram for  energy  independence  within  80  days;  that  is,  by  mid- April. 

In  the  meantime,  to  get  things  going,  I  said  I  would  use  the  standby 
Presidential  authority  granted  by  the  Congress  to  reduce  our  use  of 
foreign  petroleum  by  raising  import  fees  on  each  barrel  of  crude  oil 
by  $1.00  on  February  1,  another  $1.00  on  March  1,  and  a  third  on 
April  1. 

As  soon  as  Congress  acted  on  my  comprehensive  energy  program, 
I  promised  to  take  off  these  import  fees.  I  imposed  the  first  dollar  on 
oil  imports  February  1,  making  appropriate  exemptions  for  hardship 
situations. 

Now,  what  did  the  Congress  do  in  February  about  energy?  Congress 
did  nothing. 
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Nothing,  that  is,  except  rush  through  legislation  suspending  for  90 
days  my  authority  to  impose  any  import  fees  on  foreign  oil.  Congress 
needed  time,  they  said. 

At  the  end  of  February,  the  Democratic  leaders  of  the  House  and 
Senate  and  other  Members  concerned  with  energy  came  to  the  White 
House.  They  gave  me  this  pamphlet  outlining  energy  goals  similar  to 
mine  and  promised  to  come  up  with  a  Congressional  energy  program 
better  than  mine  by  the  end  of  April. 

I  remember  one  of  them  saying  he  didn't  see  how  they  could  ask  the 
President  to  do  more  than  postpone  the  second  dollar  for  60  days.  If 
the  Congress  couldn't  come  up  with  an  energy  program  by  then,  he 
said,  go  ahead  and  put  it  on. 

Their  request  stretched  my  original  deadline  by  a  couple  of  weeks. 
But  I  wanted  to  be  reasonable,  I  wanted  to  be  cooperative. 

So,  in  vetoing  their  bill  to  restrict  the  President's  authority,  I 
agreed  to  their  request  for  a  60-day  delay  before  taking  the  next  step 
under  my  energy  plan. 

What  did  the  Congress  do  in  March?  What  did  the  Congress  do  in 
April  about  energy?  Congress  did  nothing. 

In  fairness,  I  must  say  there  were  diligent  efforts  by  some  Mem- 
bers— Democrats  as  well  as  Republicans — to  fashion  meaningful 
energy  legislation  in  their  subcommittees  and  committees. 

My  Administration  worked  very  hard  with  them  to  bring  a  real 
energy  independence  bill  to  a  vote.  At  the  end  of  April,  the  deadline 
set  by  the  Congressional  leaders  themselves,  I  deferred  for  still  another 
30  days,  the  second  $1.00  fee  on  imported  oil.  Even  then,  I  still  hoped 
for  positive  Congressional  action. 

So,  what  has  the  Congress  done  in  May  about  energy?  Congress  did 
nothing  and  went  home  for  a  10-day  recess. 

February,  March,  April,  May,  as  of  now,  the  Congress  has  done 
nothing  positive  to  end  our  energy  dependence. 

On  the  contrary,  it  has  taken  two  negative  actions,  the  first  an 
attempt  to  prevent  the  President  from  doing  anything  on  his  own; 
the  second,  to  pass  a  strip  mining  bill  which  would  reduce  domestic 
coal  production  instead  of  increasing  it;  put  thousands  of  people  out 
of  work;  needlessly  increased  the  cost  of  energy  to  consumers;  raise 
electric  bills  for  many,  and  compel  us  to  import  more  foreign  oil,  not 
less. 

I  was  forced  to  veto  this  anti-energy  bill  last  week  because  I  will 
not  be  responsible  for  taking  one  step  backward  on  energy  when  the 
Congress  will  not  take  one  step  forward  on  energy. 

The  Congress  has  concentrated  its  attention  on  conservation 
measures  such  as  a  higher  gasoline  tax.  The  Congress  has  done  little  or 
nothing  to  stimulate  production  of  new  energy  sources  here  at  home. 

At  Elk  Hills  Naval  Petroleum  Reserve,  in  California,  I  saw  oil 
wells  waiting  to  produce  300,000  barrels  a  day  if  the  Congress  would 
change  the  law  to  permit  it. 

There  are  untold  millions  of  barrels  more  in  our  Alaskan  petroleum 
reserves  and  under  the  Continental  Shelf.  We  could  save  300,000 
barrels  a  day  if  only  Congress  would  allow  more  electric  power  plants 
to  substitute  American  coal  for  foreign  oil. 

Peaceful  atomic  power,  which  we  pioneered,  is  advancing  faster 
abroad  than  at  home. 
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Still,  the  Congress  does  nothing  about  energy.  We  are  today  worse 
off  than  we  were  in  January. 

Domestic  oil  production  is  going  down,  down.  down.  Natural  gas 
production  is  starting  to  dwindle,  and  many  areas  face  severe  shortages 
next  winter. 

Coal  production  is  still  at  levels  of  the  1940s.  Foreign  oil  suppliers 
are  considering  another  price  increase. 

I  could  go  on  and  on,  but  you  know  the  facts.  This  country  needs 
to  regain  its  independence  from  foreign  sources  of  energy,  and  the 
sooner  the  better. 

There  is  no  visible  energy  shortage  now,  but  we  could  have  one 
overnight.  We  do  not  have  an  energy  crisis,  but  we  may  have  one 
next  winter.  We  do  have  an  energy  problem,  a  very  grave  problem, 
but  one  we  can  still  manage  and  solve  if  we  are  successful  inter- 
nationally and  can  act  decisively  domestically. 

Four  months  are  already  lost.  The  Congress  has  acted  only  nega- 
tively. I  must  now  do  what  I  can  do  as  President. 

First,  I  will  impose  an  additional  $1.00  import  fee  on  foreign  crude 
oil,  and  60  cents  on  refined  products,  effective  June  1.  I  gave  the 
Congress  its  60  days,  plus  an  extra  30  days  to  do  something,  but 
nothing  has  been  done  since  January. 

Higher  fees  will  further  discourage  the  consumption  of  imported 
fuel  and  may  generate  some  constructive  action  when  the  Congress 
comes  back. 

Second,  as  I  directed  on  April  30,  the  Federal  Energy  Administration 
has  completed  public  hearings  on  decontrol  of  old  domestic  oil.  I 
will  submit  a  decontrol  plan  to  Congress  shortly  after  it  reconvenes. 
Along  with  it,  I  will  urge  the  Congress  to  pass  a  windfall  profits  tax 
with  a  plowback  provision. 

These  two  measures  would  prevent  unfair  gains  by  oil  companies 
from  decontrol  prices,  furnish  a  substantial  incentive  to  increase 
domestic  energy  production  and  encourage  conservation. 

When  I  talk  about  energy,  I  am  talking  about  jobs.  Our  American 
economy  runs  on  energy.  No  energy — no  jobs. 

In  the  longrun,  it  is  just  that  simple.  The  sudden  fourfold  increase 
in  foreign  oil  prices  and  the  1973  embargo  helped  to  throw  us  into 
this  recession.  We  are  on  our  way  out  of  this  recession.  Another  oil 
embargo  could  throw  us  back. 

We  cannot  continue  to  depend  on  the  price  and  supply  whims  of 
others. 

The  Congress  cannot  drift,  dawdle  and  debate  forever  with 
America's  future. 

I  need  your  help  to  energize  this  Congress  into  comprehensive 
action.  I  will  continue  to  press  for  my  January  program,  which  is 
still  the  only  total  energy  program  there  is. 

I  cannot  sit  here  idly  while  nothing  is  done.  We  must  get  on  with 
the  job  right  now. 

Thank  you  and  good  night. 

Gerald  R.  Ford. 

The  White  House,  May  27,  1975. 
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Fact  Sheet 
May  27,  1975 


President's  Administrative  Energy  Actions 

The  President  today  announced  the  imposition  of  an  additional  $1 
per  barrel  fee  on  imported  crude  oil.  This  is  in  addition  to  the  $1  per 
barrel  fee  already  imposed  on  crude  oil  February  1,  1975.  He  also 
imposed  a  $0.60  per  barrel  fee  on  imported  refined  products.  These 
fees  are  effective  June  1,  1975.  In  addition  the  President  also  an- 
nounced that  he  will  send  to  Congress  shortly  after  they  return,  a 
plan  to  decontrol  the  price  of  old  oil  and  he  will  urge  the  Congress  to 
pass  a  windfall  profits  tax  with  a  plowback  provision. 

I.  BACKGROUND 

In  his  State  of  the  Union  Message,  the  President  announced  his 
economic  and  energy  program  for  the  nation.  He  announced  a  series  of 
legislative  proposals  to  the  Congress  and  administrative  actions  that 
he  would  take  to  encourage  energy  conservation,  pending  completion 
of  action  by  the  Congress.  The  principal  administrative  actions  in- 
cluded the  imposition  of  oil  import  fees  and  the  decontrol  of  oil  prices. 
He  transmitted  his  legislative  proposals,  The  Energy  Independence 
Act  of  1975,  to  the  Congress  on  January  30,  1975. 

The  President  issued  a  Proclamation  on  January  23,  1975,  which 
would  have  imposed  a  $1  per  barrel  fee  on  crude  oil,  beginning  Febru- 
ary 1;  the  second  dollar  beginning  March  1,  and  the  third  dollar 
beginning  April  1.  In  order  to  reduce  regional  hardships  a  reduced  fee 
was  imposed  on  imported  products. 

In  response  to  a  request  from  the  Congressional  leadership,  the 
President  announced  on  March  4  a  60  da}'  delay  in  the  imposition  of 
the  second  and  third  dollar  import  fees.  The  Congressional  leadership 
had  asked  for  additional  time  to  enact  a  national  energ}-  program. 
On  April  30,  in  the  hope  of  still  getting  a  positive  Congressional 
energy  program,  the  President  announced  a  further  delay  in  the 
import  fees,  of  up  to  30  days,  in  order  to  allow  additional  time  for 
Congressional  action. 

Thus  far,  the  Congress  has  passed  only  two  energ3r-related  bills, 
both  of  which  would  have  been  counterproductive  and  had  to  be 
vetoed  by  the  President.  This  includes  H.R.  1767,  Suspension  of  Oil 
Import  Tariff  Authority  which  would  have  suspended  the  oil  import 
tariff  authority  and  thus  restricted  the  President's  authority  to  impose 
import  fees,  and  H.R.  25,  the  Surface  Mining  Control  and  Reclama- 
tion Act,  which  would  have  caused  significant  losses  in  coal  production, 
increased  oil  imports,  and  increased  unemployment. 
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II.   IMPACT  OF  PRESIDENT'S  ADMINISTRATIVE  ACTIONS 

The  President's  Administrative  Actions  are  expected  to  have  the 

following  impact: 

» 

Conserva'ion:  in  port 
savings  (barrels  per  day)  Impact  on 

retail  prices 

(cents  per/ 
Action  1975  1977  gallon) 

2d  dollar  imposed  today... 50,000  200,000  1.5 

Total  fee  ($1  plus  $1) 100,000  350,000  2.9 


III.    STATUS    OF   ACTIONS    BY    THE    PRESIDENT 

Since  the  President's  January  15,  1975,  State  of  the  Union  Message 
to  Congress  a  number  of  legislative  proposals  and  administrative 
actions  within  his  limited  statutory  authority,  have  been  taken  by 
the  President,  including: 

A.  Submission  of  the  Energy  Independence  Act  on  January  30,  1975. 
This  encompasses  13  separate  titles  on  supply,  demand  and  emergency 
measures,   (action  to  date  shown  in  Section  VI) 

B.  Imposition,  administratively,  of  a  $1  fee  on  imported  crude  oil 
on  February  1,  1975. 

C.  Imposition  of  an  additional  $1  per  barrel  fee  on  imported  crude 
oil  and  a  $0.60  fee  on  refined  products,  effective  on  June  1,  1975. 

D.  Directed  the  Federal  Energy  Administration,  on  April  30.  1975, 
to  take  administrative  actions  to  decontrol  old  oil  in  two  years.  FEA 
held  hearings  on  May  13  and  14  and  is  now  evaluating  comments 
received,  prior  to  submission  of  a  final  plan. 

E.  Energy  conservation  actions  by  the  major  executive  branch 
agencies  in  the  first  six  months  of  fiscal  year  1975  cut  energy  use 
24  percent  below  1973  levels  (saving  over  45  million  barrels) 

F.  Voluntary  compliance  with  energy  efficiency  labeling,  including: 

1.  Most  1975  model  year  autos  now  comply  with  FEA  EPA 
voluntary  fuel  efficiency  labelling  program. 

2.  Most  air  conditioners  now  have  labels  developed  by  the 
Commerce  Department  indicating  their  efficiency. 

G.  FEA  has  issued  or  will  issue  by  June  30  notices  leading  to  coal 
conversion  orders  to  31  power  plants.  If  they  all  converted,  175,000 
carrels  of  oil  per  day  would  be  saved. 

IV.    ACTIONS    TAKEN    BY    CONGRESS 

A.  Congress  passed  H.R.  1767,  the  Suspension  of  the  Oil  Import 
Tariff  Authority  which: 

1.  would  restrict  the  President's  authority  to  impose  new  fees 
on  imported  oil  and  would  roll  back  the  $1  crude  oil  fee  imposed 
by  the  President  on  February  1. 

2.  was  vetoed  by  the  President  on  March  4.  Congress  has  not 
acted  to  override  the  veto. 
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B.  Congress  passed  H.R.  25,  the  Surface  Mining  Control  and  Recla- 
mation Act  which : 

1.  would  regulate  surface  mining  in  a  way  that  would  cause  a 
major  loss  of  coal  production,  increased  unemployment  and 
greater  dependence  on  imported  oil. 

2.  was  vetoed  by  the  President  on  May  20.  Congress  voted  to 
delay  consideration  of  an  override  attempt  to  June  10. 

V.    ENERGY    OUTLOOK 

If  no  action  is  taken,  domestic  oil  and  natural  gas  production  will 
continue  to  decline  and  oil  imports  will  continue  to  grow.  The  ad- 
ministrative actions  taken  by  the  President,  within  the  limited  au- 
thority available  to  him,  will  help  encourage  energy  conservation  and 
reduce  oil  imports.  Congressional  action  is  still  needed  to  provide 
additional  incentives  for  conservation  and  domestic  energy  production. 

A.  Oil  Imports 

Expected  imports  of  petroleum  if  current  trends  continue  are  con- 
trasted below  with  the  impact  of  the  President's  administrative 
actions  and  the  effect  if  his  total  program  is  enacted. 


[Million  barrels 

per 

day] 

1970 

1974 

1975 

1977 

1985 

N o  action . .   

3.4 
3.4 
3.4 

6.1 
6.1 
6.1 

6.3 
6.2 
5.6 

7.6 
6.9 
5.4 

12.1 

President's  administrative  program  ($2  fee  plus  decontrol) 

President's  legislative  program 

9.6 
4.9 

B.  Balance  oj  Payments 

The  above  imports  would  cost  the  United  States: 


[In  billions  of  dollars  per  year] 

1970 

1974 

1975 

1977 

1985 

3 
3 
3 

24.5 
24.5 
24.5 

25.3 
24.9 
22.5 

30.5 
27.7 
21.7 

61.8 

President's  administrative  program 

49.1 
25.0 

C.  Domestic  Oil  Production  Trends 

As  indicated  below,  domestic  production  of  crude  oil  peaked  in 
1970  and  has  been  declining  since. 

Crude  production  (million  barrels  per  day) : 

1955 6.  8 

1960 7.  0 

1970 9.  6 

1971.    9.5 

1972 9.4 

1973 9.  3 

1974 8.  8 

D.  Natural  Gas  Trends 

As  indicated  below  U.S.  proven  reserves  of  natural  gas  have  been 
declining  since  the  mid  1960's  and  domestic  production,  which  was 
constant  in  the  early  1970's,  has  started  to  drop. 
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1955 

1960 

1965 

1970 

1971 

1972 

1973 

1974 

Reserves  (trillion  cubic  feet)1. 
Production 

223.0 
9.4 

262.0 
12.8 

287.0 
16.0 

265.0 
21.9 

253.0 
22.5 

240.0 
22.5 

224.0 
22.6 

211.0 
21.9 

i  Excludes  26  trillion  ftp  from  Alaskan  North  Slope. 

E.  Coal  Trends 

Coal  production  has  not  appreciably  changed  from  levels  of  30-40 
years  ago. 

Production  (million  tons) : 

1920 658 

1940 512 

1950 560 

1960 434 

1970 613 

1974 607 

VI.    STATUS    OF    PRESIDENT'S    PROGRAM    IN    CONGRESS 

A.  Title  I — Development  oj  Naval  Petroleum  Reserves  and  Military 

Strategic  Reserve 

House:  Interior  and  Armed  Services  Committees  each  reported  a 
bill.  However,  no  floor  action  is  scheduled.  Neither  bill  authorizes 
production  of  XPR-4.  Use  of  NPR  proceeds  for  a  strategic  petroleum 
reserve  program  is  not  authorized. 

Senate:  Joint  hearings  held  by  Armed  Services  and  Interior  Com- 
mittees. No  legislation  reported. 

B.  Title  II — Civilian  Strategic  Reserve 

House:  Reported  by  Energy  and  Power  Subcommittee  but  is 
awaiting  full  Commerce  Committee  action. 

Senate:  Interior  Committee  held  hearings  but  no  legislation  reported. 

C.  Title  III — Natural  Gas  Deregulation 
House:  The  House  has  scheduled  no  hearings. 

Senate:  The  Senate  Commerce  Committee  reported  out  S.  692  on 
May  6.  Floor  action  is  expected  in  the  last  two  weeks  of  June.  S.  692 
would  extend  rather  than  reduce  federal  regulation  of  natural  gas. 

D.  Title  IV— Coal  Conversion  Amendments 

House:  Reported  by  the  Energy  and  Power  Subcommittee  as  part 
of  their  omnibus  bill. 

Senate:  Under  consideration  by  the  Environmental  Pollution  Sub- 
committee of  the  Senate  Public  Works  Committee.  No  legislation 
reported. 

E.  Titles  V  and  VI —  Amendments  to  the  clean  Air  Act  oj  1970 
House:  The  Subcommittee  on  Health  and  the  Environment  held 

hearings  and  is  drafting  legislation.  No  legislation  reported. 

Senate:  The  Subcommittee  on  Environmental  Pollution  completed 
Oversight  hearings  on  May  21,  1975.  Xo  bill  has  been  reported. 

W.  Tide  VII—  The  Utilities  Act  of  1975 

House:  Xo  hearings  scheduled. 

Senate:  A  Government  Operations  Subcommittee  held  hearings  on 
April  14,  1975.  Xo  legislation  has  been  reported. 
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G.   Title  VIII — Energy  Facilities  Planning  and  Development  Act  of  1975 

House:  No  hearings  scheduled. 

Senate:  Hearings  held  in  April  before  Interior  Committee  on  land 
use  and  facility  siting  (S.  984  and  S.  619).  No  legislation  reported. 

H.   Title  IX — Energy  Development  Security  Act  of  1975 
House:  No  hearings  scheduled. 
Senate:  No  hearings  have  been  scheduled. 

/.    Title  X — Building  Energy  Conservation  Standards  Act  of  1975 

House:  The  Housing  Subcommittee  of  the  House  Banking  and  Cur- 
rency Committee  has  held  hearings  but  has  not  reported  legislation. 
Senate:  Was  included  in  the  Emergency  Housing  Act.  However,  it 
was  later  stricken  before  enactment.  No  further  action  anticipated. 

J.   Title  XI — W inter ization  Assistance  Act  of  1975 

House:  The  Housing  Subcommittee  of  the  House  Banking  and  Cur- 
rency Committee  has  had  hearings  but  did  not  report  a  bill  to  full 
committee. 

Senate:  Was  referred  to  the  Senate  Interior,  Labor,  and  Banking 
Committees,  none  of  which  has  reported  a  bill. 

K.  Title  XII — National  Appliance  and  Motor  Vehicle  Energy  Labeling 
Act  of  1975 

House:  Reported  by  the  Energy  and  Power  Subcommittee,  but 
awaiting  action  by  the  full  House  Interstate  and  Foreign  Commerce 
Committee.  No  legislation  reported. 

Senate:  Referred  to  the  Senate  Commer:e  Committee.  No  legisla- 
tion reported. 

L.   Title  XI 11 — Standby  Energy  Emergency  Authorities 

House:  Reported  as  part  of  H.R.  7014  by  the  Energy  and  Power 

Subcommittee    for    full    Commerce    Committee    consideration.    The 

Standby  authorities  included   are  unworkable  because  of  extensive 

Congressional  oversight  requirements. 

Senate:  S.  622  passed  and  sent  to  the  House,  but  requires  mandatory 

conservation  programs  as  well  as  providing  standby  authorities. 

Gerald  R.  Ford. 
The  White  House,  May  27,  1975. 


REMARKS  OF  THE  PRESIDENT  UPON  SIGNING  THE 
URANIUM  ENRICHMENT  MESSAGE 


June  26,  197; 


I  will  read  a  statement  before  signing  the  message  or  messages  that 
will  go  to  the  Congress. 

Because  our  oil  and  natural  gas  resources  are  fast  being  depleted, 
we  must  rely  more  and  more  on  nuclear  power  as  a  major  source  of 
energy  for  the  future. 

Today.  I  am  asking  the  Congress  to  join  me  in  embarking  the 
Nation  on  an  exciting  new  course  of  action  which  will  help  to  assure 
the  energy  independence  that  we  need,  and  significantly  strengthen 
our  economy  at  home,  at  the  same  time. 

I  am  referring  to  the  establishment  of  an  entirely  new  competitive 
industry  to  provide  uranium  enrichment  service  for  nuclear  power 
reactors.  The  legislation  that  I  am  seeking  will  reinforce  the  world 
leadership  we  now  enjoy  in  uranium  enrichment  technology. 

It  will  help  insure  the  continued  availability  of  reliable  energy  for 
America.  It  will  move  America  one  big  step  nearer  energy  independ- 
ence. 

This  legislation  will  insure  that  the  billions  of  dollars  required  for 
the  construction  of  new  enrichment  plants  will  be  borne  by  the  private 
sector,  not  by  the  American  taxpayer. 

But  all  of  us  will  benefit  directly  from  the  service  which  private 
enterprise  will  provide. 

I  urge  the  Congress  to  act  swiftly  and  favorably  on  this  important 
new  energy  initiative.  With  this  comprehensive  approach,  the  United 
States  can  reopen  its  uranium  enrichment  order  book,  reassert  its 
supremacy  as  the  world's  major  supplier  of  enriched  uranium,  and 
develop  a  strong  private  enrichment  industry  to  help  bolster  the 
national  economy. 

So  it  is  with  pleasure  and  hope  that  I  sign  the  message  to  go  to  both 
the  House  and  the  Senate,  and  ask  the  Congress  to  move  as  rapidly 
as  possible  in  order  that  we  can  achieve  the  objectives  which  are  so 
important. 

Thank  you  very  much. 

Gerald  R.  Ford. 

The  White  House,  June  26,  1975. 
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MESSAGE  TO  THE  CONGRESS 


June  26,   1975 


To  the  Congress  of  the  United  States: 

Every  so  often,  a  Nation  finds  itself  at  a  crossroads.  Sometimes,  it 
is  fortunate  and  recognizes  it  has  a  choice.  Sometime-,  it  docs  not. 

We  are  at  such  a  crossroads  in  America  today. 

The  course  we  select  will  touch  the  lives  of  most  of  us  before  the 
end  of  this  century  and  surely  affect  the  lives  of  generations  of  Ameri- 
can- yet  to  come. 

Today,  I  am  asking  the  Congress  to  join  me  in  embarking  this 
Nation  on  an  exciting  new  course  which  will  help  assure  the  energy 
independence  we  seek  and  a  significantly  strengthened  economy  at 
the  same  time. 

I  am  referring  to  the  establishment  of  an  entirely  new  private 
industry  in  America  to  prov'de  the  fuel  for  nuclear  power  reactors — 
the  energy  resource  of  the  future.  I  am  referring  to  uranium  enrich- 
ment which  is  presently  a  Federal  Government  monopoly. 

Without  question,  our  energy  future  will  become  more  reliant  on 
nuclear  energy  as  the  supplies  of  oil  and  natural  gas  diminish. 

The  questions  we  must  answer  are  (1)  whether  the  major  capital 
requirements  for  constructing  new  uranium  enrichment  facilities  will 
be  paid  for  by  the  Federal  taxpayer  or  by  private  enterprise,  and 
(2)  whether  a  major  new  and  expanding  segment  of  our  economy  will 
be  under  the  control  of  the  Federal  Government  or  the  private  sector. 

The  private  sector  has  already  demonstrated  its  capability  to 
build  and  operate  uranium  enrichment  facilities  under  contracts  with 
the  Federal  Government.  Since  it  is  also  willing  to  provide  the  capital 
needed  to  construct  new  uranium  enrichment  plants.  I  am  asking  the 
Congress  to  enact  legislation  to  enable  American  industry — with  all 
its  financial  resources,  management  capability  and  technical  ingenu- 
ity— to  provide  the  enriched  uranium  needed  to  fuel  nuclear  power 
plants. 

I  believe  this  is  the  proper  and  correct  course  for  America  to  take. 
The  alternative  is  continued  Federal  monopoly  of  this  service  at  a 
cost  to  the  taxpayers  of  at  least  $30  billion  over  the  next  15  years. 

The  enrichment  of  uranium — which  means,  in  brief,  separating  the 
fissionable  U-2^5  in  uranium  from  non-fissionable  parts  to  provide  a 
more  potent  mixture  to  fuel  nuclear  reactors — is  an  essential  step 
in  nuclear  power  production. 

For  more  than  twenty  years,  the  United  States  Government  has 
supplied  the  enrichment  services  for  every  nuclear  reactor  in  America 
and  for  many  others  throughout   the  world.  Our  leadership  in  this 
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important  field  has  enabled  other  nations  to  enjoy  the  benefits  of 
nuclear  power  under  secure  and  prudent  conditions.  At  the  same  time, 
this  effort  has  been  helpful  in  persuading  other  nations  to  accept 
international  safeguards  and  forego  development  of  nuclear  weapons. 
In  addition,  the  sale  of  our  enrichment  services  in  foreign  countries 
has  returned  hundreds  of  millions  of  dollars  to  the  United  States. 

These  enrichment  services  have  been  provided  by  plants — owned 
by  the  Government  and  operated  by  private  industry — in  Oak 
Ridge,  Tennessee,  Portsmouth,  Ohio,  and  Paducah,  Kentucky. 
A  $l-billion  improvement  program  is  now  underway  to  increase  the 
production  capacity  of  these  plants  by  60  percent.  But  this  expanded 
capacity  cannot  meet  the  anticipated  needs  of  the  next  25  years. 

The  United  States  is  now  committed  to  supply  the  fuel  needs  for 
several  hundred  nuclear  power  plants  scheduled  to  begin  operation 
by  the  early  1980's.  Since  mid-1974,  we  have  been  unable  to  accept 
new  orders  for  enriched  uranium  because  our  plant  capacity — in- 
cluding the  $1 -billion  improvement — is  fully  committed. 

In  short,  further  increases  in  enrichment  capacity  depend  on  con- 
struction of  additional  plants,  with  seven  or  eight  years  required  for 
each  plant  to  become  fully  operational. 

Clearly,  decisions  must  be  made  and  actions  taken  today  if  we  are 
to  insure  an  adequate  supply  of  enriched  uranium  for  the  nuclear 
power  needs  of  the  future  and  if  we  are  to  retain  our  position  as  a  major 
supplier  of  enriched  uranium  to  the  world. 

It  is  my  opinion  that  American  private  enterprise  is  best  suited  to 
meet  those  needs.  Already,  private  industry  has  demonstrated  its 
willingness  to  pursue  the  major  responsibilities  involved  in  this  effort. 
With  proper  licensing,  safeguards,  cooperation  and  limited  assurances 
from  the  Federal  Government,  the  private  sector  can  do  the  job  effec- 
tively and  efficiently — and  at  enormous  savings  to  the  American 
taxpayer.  In  this  way,  direct  public  benefits  will  be  provided  on  a 
long-term  basis  by  private  capital,  not  by  taxpayers. 

Accordingly,  I  am  proposing  legislation  to  the  Congress  to  authorize 
Government  assurances  necessary  for  private  enterprise  to  enter  into 
this  vital  field. 

A  number  of  compelling  reasons  argue  for  private  ownership,  as 
well  as  operation,  of  uranium  enrichment  plants.  The  market  for 
nuclear  fuel  is  predominantly  in  the  private  sector.  The  process  of 
uranium  enrichment  is  clearly  industrial  in  nature. 

The  uranium  enrichment  process  has  the  making  of  a  new  industry 
for  the  private  sector  in  much  the  same  tradition  as  the  process  for 
synthetic  rubber — with  early  Government  development  eventually 
being  replaced  by  private  enterprise. 

One  of  the  strengths  of  America's  free  enterprise  system  is  its 
ability  to  respond  to  unusual  challenges  and  opportunities  with 
ingenuity,  vigor  and  flexibility.  A  significant  opportunity  may  be  in 
store  for  man}'  firms — old  and  new — to  participate  in  the  growth  of 
the  uranium  enrichment  industry.  Just  as  coal  and  fuel  oil  are  supplied 
to  electric  utilities  by  private  firms  on  a  competitive  basis,  enriched 
uranium  should  be  supplied  to  them  in  the  same  fashion  in  the  future. 

The  energy  consumer  also  stands  to  benefit.  The  production  of 
nuclear  power  now  costs  between  25  and  50  percent  less  than  elec- 
tricity produced  from  fossil  fuels.  It  is  not  vulnerable  to  the  supply 
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whims  or  unwarranted  price  decrees  of  foreign  energy  suppliers.  And 
based  on  the  past  fifteen  years  of  experience,  commercial  nuclear 
power  has  an  unparalleled  record  of  safe  operation. 

The  key  technology  of  the  uranium  enrichment  process  is  secret 
and  will  remain  subject  to  continued  classification,  safeguards  and 
export  controls. 

But  for  several  years,  a  number  of  qualified  American  companies 
have  been  granted  access  to  the  Government's  technology  under  care- 
fully controlled  condition-  to  enable  them  to  assess  the  commercial 
potential  for  private  enriching  plants. 

The  Government-owned  gaseous  diffusion  enriching  plants  have 
run  reliably  and  with  ever-improving  efficiency  for  more  than  a 
quarter  of  a  century.  One  private  group  has  chosen  this  well-demon- 
strated process  a-  part  of  its  $3.5  billion  proposal  to  build  an  enrich- 
ment plant  serving  90  nuclear  reactors  here  and  abroad  in  the  1980's. 
Others  are  studying  the  potential  of  the  newer  gas  centrifuge  process. 
Though  not  yet  in  large-scale  operation,  the  centrifuge  process  — 
which  ust's  much  less  power  than  the  older  process — is  almost 
ready  for  commercial  application. 

I  believe  we  must  move  forward  with  both  technologies  and  en- 
courage competitive  private  entry  into  the  enrichment  business  with 
both  methods.  A  private  gaseous  diffusion  plant  should  be  built  first 
to  provide  the  most  urgently  needed  increase  in  capacity,  but  we 
should  proceed  simultaneously  with  commercial  development  of  the 
centrifuge  process. 

With  this  comprehensive,  approach,  the  United  States  can  reopen 
its  uranium  enrichment  "order  book/'  reassert  its  supremacy  as  the 
world's  major  supplier  of  enriched  uranium,  and  develop  a  strong 
private  enrichment  industry  to  help  bolster  the  national  economy. 

For  a  number  of  reasons,  a  certain  amount  of  governmental  in- 
volvement is  necessary  to  make  private  entry  into  the  uranium  en- 
richment industry  successful. 

The  initial  investment  requirements  for  such  massive  projects  are 
huge.  The  technology  involved  is  presently  owned  by  the  Government. 
There  are  safeguards  that  must  be  rigidly  enforced.  The  Government 
has  a  responsibility  to  help  ensure  that  these  private  ventures  perform 
as  expected,  providing  timely  and  reliable  service  to  both  domestic 
and  foreign  customers. 

Under  the  legislation  I  am  proposing  today,  the  Energy  Research 
and  Development  Administration  would  be  authorized  to  negotiate 
and  enter  into  contracts  with  private  groups  interested  in  building, 
owning  and  operating  a  gaseous  diffusion  uranium  enrichment  plant. 

£RDA  would  also  be  authorized  to  negotiate  for  construction  of 
several  centrifuge  enrichment  plants  when  more  definitive  proposals 
for  such  projects  are  made  by  the  private  sector. 

Contract  authority  in  the  amount  of  $8  billion  will  be  needed,  but 
we  expect  almost  no  actual  Government  expenditures  to  be  involved. 
In  fact,  the  creation  of  a  private  enrichment  industry  will  generate 
substantial  revenues  for  the  United  States  Treasury  through  payment 
of  Federal  income  taxes  and  compensation  for  use  of  Government- 
owned  technology. 

Under  the  proposed  arrangements,  there  will  be  an  opportunity  for 
foreign  investment  in  these  plants,  although  the  plants  will  remain 
firmly  under  U.S.  control.  There  will  be  no  sharing  of  U.S.  technology 


and,  there  will  be  limitations  on  the  amount  of  capacity  each  plant 
can  commit  to  foreign  customers. 

In  addition,  all  exports  of  plant  products  will  continue  to  be  made 
pursuant  to  Governmental  Agreements  for  Cooperation  with  other 
Nations.  All  will  be  subject  to  appropriate  safeguards  to  preclude  use 
for  other  than  agreed  peaceful  purposes. 

Foreign  investors  and  customers  would  not  have  access  to  sensitive 
classified  technology.  Proposals  from  American  enrichers  to  share 
technology  would  be  evaluated  separately,  and  would  be  subject  to 
careful  Government  review  and  approval. 

Finally,  the  plants  proposed  will  be  designed  and  built  to  produce 
low  enriched  fuel  which  is  suitable  only  for  commercial  power  reac- 
tors— not  for  nuclear  explosives. 

In  the  remote  event  that  a  proposed  private  venture  did  not 
succeed,  this  legislation  would  enable  the  Government  to  take  actions 
necessary  to  assure  that  plants  will  be  brought  on  line  in  time  to 
supply  domestic  and  foreign  customers  when  uranium  enrichment 
services  are  needed. 

I  have  instructed  the  Energy  Research  and  Development  Adminis- 
tration to  implement  backup  contingency  measures,  including  con- 
tinuation of  conceptual  design  activities,  research  and  development, 
and  technology  assistance  to  the  private  sector  on  a  cost-recovery 
basis. 

ERDA  would  also  be  able  to  purchase  from  a  private  firm  design 
work  on  components  that  could  be  used  in  a  Government  plant  in  the 
unlikely  event  that  a  venture  fails. 

Finally,  I  pledge  to  all  customers — domestic  and  foreign — who 
place  orders  with  our  private  suppliers  that  the  United  States  Govern- 
ment will  guarantee  that  these  orders  are  filled  as  needed.  Those  who 
are  first  in  line  with  our  private  sources  will  be  first  in  line  to  receive 
supplies  under  this  assurance.  All  contracted  obligations  will  be 
honored. 

I  also  pledge  that  cooperative  agreements  made  with  private  firms 
under  the  proposed  new  authority  will  fully  reflect  the  public  interest. 
In  fact,  all  contracts  will  be  placed  before  the  Congress  in  advance  of 
their  effectiveness.  The  Congress  will  have  full  and  complete  review 
of  each  one. 

In  sum,  the  program  I  am  proposing  will  take  maxim  im  advantage 
of  the  strength  and  resourcefulness  of  industry  and   Government. 

It  will  reinforce  the  world  leadership  we  now  enjoy  in  uranium 
enrichment  technology.  It  will  help  insure  the  continued  availability 
of  reliable  energy  for  America.  It  will  move  America  one  big  step 
nearer  energy  independence. 

Although  the  development  of  a  competitive  nuclear  fuel  industry 
is  an  important  part  of  our  overall  energy  strategy,  we  must  continue 
our  efforts  to  conserve  the  more  traditional  energy  resources  on  which 
we  have  relied  for  generations.  And  we  must  accelerate  our  exploration 
of  new  sources  of  energy  for  the  future — including  solar  power,  the 
harnessing  of  nuclear  fusion  and  development  of  nuclear  breeder 
reactors  which  are  safe,  environmentally  sound  and  reliable. 

I  ask  the  Congress  for  early  authorization  of  this  program. 

Gerald  R.  Ford. 

The  White  House,  June  26,  1975. 
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June  26,  1975 
Office  of  the  White  House  Press  Secretary 

THE  WHITE  HOUSE 

SUMMARY  FACT  SHEET 

THE  PRESIDENT'S  PLAN  FOR  A  COMPETITIVE 
NUCLEAR  FUEL  INDUSTRY 

The  President ' s  Action 

The  President  today  announced  administrative  actions  and 
a  legislative  proposal  to: 

Increase  the  United  States'  capacity  to  produce  enriched 
uranium  to  fuel  domestic  and  foreign  nuclear  power 
plants . 

Retain  U.S.  leadership  as  a  world  supplier  of  uranium 
enrichment  services  and  technology  for  the  peaceful 
uses  of  nuclear  power. 

Assure  the  creation,  under  appropriate  controls  of  a 
private,  competitive  uranium  enrichment  industry  in 
the  U.S.  —  ending  the  current  Government  monopoly. 

Accomplish  these  objectives  with  little  or  no  cost  to 
taxpayers  and  with  all  necessary  controls  and  safeguards, 

Background 

The  U.S.  capacity  for  refining  or  "enriching"  uranium 
to  make  fuel  for  nuclear  electric  generating  plants 
is  now  fully  committed. 

Work  on  constructing  new  capacity  must  benin  soon  so 
that  plants  will  be  ready  to  meet  domestic  and 
foreign  requirements  by  about  1983. 

Effort 4>  to  encourage  the  creation  of  a  competitive 
uranium  enrichment  industry  have  shown  that  certain 
forms  of  Government  cooperation  and  temporary 
assurances  are  necessary  to  permit  private  firms 
to  enter  the  industry. 
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The  need  for  added  capacity  provides  the  opportunity 
for  specific  actions  by  the  Government  to  encourage 
private  entry. 


Highlights  of  the  Plan 

The  President's  plan  includes: 

A  legislative  proposal,  the  Nuclear  Fuel  Assurance 
Act  of  1975,  which  would  authorize  the  Government 
to  enter  into  certain  cooperative  arrangements  with 
private  industrial  firms  that  wish  to  finance, 
build,  own  and  operate  plants  to  provide  uranium 
enrichment  services. 

A  pledge  by  the  President  to  foreign  and  domestic 
customers  that  the  Government  will  assure  that  orders 
placed  with  private  producers  will  be  fulfilled  as 
services  are  needed. 

Opportunities  for  foreign  investment,  with  control 
of  these  plants  remaining  in  U.S.  hands. 

All  necessary  controls  and  safeguards  concerned  with 
(a)  preventing  the  diversion  of  nuclear  materials 
and  the  spread  of  sensitive  technology,  (b)  environ- 
mental impact,  (c)  safety,  and  (d)  antitrust. 
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THE  PRESIDENT'S  ANNOUNCEMENT 

The  President  today  announced  administrative  actions  and 
a  legislative  proposal  to  (a)  increase  the  United  States' 
capacity  to  produce  enriched  uranium  in  order  to  meet  the 
needs  of  domestic  and  foreign  nuclear  power  plants,  (b) 
retain  U.S.  leadership  as  a  world  supplier  of  uranium  en- 
richment services  and  nuclear  power  plants,  (c)  assure  the 
creation,  under  appropriate  controls  of  a  private,  competitive 
uranium  enrichment  industry  in  the  U.S.  —  ending  the  current 
Government  monopoly;  and  (d)  accomplish  these  objectives 
with  little  or  no  cost  to  taxpayers  and  with  all  necessary 
controls  and  safeguards. 

BACKGROUND 

Natural  uranium  from  U.S.  and  foreign  mines  must  be  refined 

or  "enriched"  before  it  can  be  used  to  make  fuel  for  nuclear 

power  plants  which  are  used  in  the  United  States  and  in  many 
foreign  nations  to  generate  electricity. 

U.S.  capacity  for  enriching  uranium  which  now  supplies  all 
domestic  and  most  foreign  needs,  consists  of  three  Govern- 
ment-owned plants,  located  at  Oak  Ridge,  Tennessee,  Paducah, 
Kentucky;  and  Portsmouth,  Ohio. 

Since  mid-1974,  the  entire  capacity  of  the  three  plants  has 
been  fully  committed  under  long-term  contracts.   New  enrich- 
ment capacity  must  be  on  "on-line"  beginning  in  about  1983 
to  meet  the  growing  domestic  and  foreign  demand  for  nuclear 
fuel. 

The  potential  U.S.  market  abroad  has  begun  to  erode  as  some 
potential  foreign  customers  have  started  looking  to  sources 
such  as  the  U.S.S.R\,  France  and  a  West  European  consortium 
for  uranium  enrichment . 


Since  1971,  the  Executive  Branch  has  followed  policies  and 
programs  directed  toward  assuring  that  private  industry  — 
rather  than  the  Federal  Government  —  builds  the  next 
increments  of  U.S.  uranium  enrichment  capacity. 
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Several  industrial  firms  have  sought  to  enter  the  uranium 
enrichment  field  but  all  have  found  that  some  forms  of 
Government  cooperation  and  temporary  assurances  are  needed 
to  overcome  the  initial  obstacles  to  private  industry 
involvement . 


THE  PLAN 

Objectives .   The  plan  announced  by  the  President  is  designed  to 
meet  the  objectives  of  assuring  that: 

The  next  increments  of  U.S.  uranium  enrichment  capacity 
will  be  available  when  needed  to  meet  the  growing  demand 
for  fuel  for  nuclear  powered  generating  plants  in  the  U.S. 
and  in  other  nations. 

The  U.S.  maintains  its  leadership  role  in  enrichment 
technology  and  its  role  as  a  major  world  supplier  of 
uranium  enrichment  services  and  nuclear  power  plants  — 
a  role  that  is  important  to: 

Our  economy  and  our  Vorld  trade  position. 

Our  efforts  to  obtain  the  commitment  of  additional 

nations  to  accept  international  safeguards  and  the 

principle  of  nuclear  non-proliferation. 

Our  cooperation  with  other  major  oil  consuming  nations 

which  are  looking  to  nuclear  power  to  help  reduce  their 

dependence  on  foreign  oil  imports. 

Our  longer  range  goal  of  developing  technology 

and  energy  resources  to  supply  a  significant  share 

of  the  free  world's  energy  needs. 

All  future  increments  of  capacity  will  be  built,  financed 
and  operated  by  private  industry  —  rather  than  by  the 
Federal  Government  —  so  that  a  competitive  industry  will 
exist  at  the  earliest  possible  date. 

There  will  be  little  or  no  cost  to  the  taxpayer  and  that 
the  Government  will  receive  increased  revenue  in  corporate 
taxes  and  compensation  for  the  use  of  its  inventions  and 
discoveries . 

All  necessary  domestic  and  international  controls  over 
nuclear  materials  and  classified  technology  will  be  main- 
tained, as  they  would  be  if  the  Government  were  to  own  the 
new  plants. 
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Principal  Elements  of  the  Plan . 

Legislative  Authority  for  Cooperative  Arrangements  with 
Private  Firms ■   The  President  Is  asking  the  Congress  to 
enact  promptly  the  Nuclear  Fuel  Assurance  Act  to  provide 
the  additional  legislative  authority  needed  to  enable 
the  Energy  Research  and  Development  Administration 
(ERDA)  to  negotiate  and  enter  into  cooperative  arrange- 
ments with  private  industrial  organizations  that  wish 
to  build,  own  and  operate  uranium  enrichment  plants. 

Negotiations  would  be  directed  toward  the  arrange- 
ments most  advantageous  to  the  Government  and  the • 
public  interest  and  with  a  degree  of  risk  to  the 
private  firm  that  is  consistent  with  the  objective 
of  creating  a  private,  competitive  uranium  enrichment 
Industry . 

These  arrangements  would  provide  for  certain  forms  of 
Government  cooperation  and  temporary  assurances  found 
to  be  necessary  after  detailed  negotiations  with  firms 
submitting  proposals.   Arrangements  could  include: 

Supplying  and  warranting  Government-owned  inven- 
tions and  discoveries  in  enrichment  technology  -- 
for  which  the  Government  will  be  paid. 
Selling  certain  materials  and  supplies  on  a' full 
cost  recovery  basis  which  are  available  only 
from  the  Federal  Government. 

Buying  enriching  services  from  private  producers 
or  selling  enriching  services  to  producers  from 
the  Government  stockpile  to  accommodate  plant 
start-up  and  loading  problems . 

Assuring  the  delivery  of  uranium  enrichment  services 
to  customers  which  have  placed  orders  with  private 
enrichment  firms . 

Assuming  the  assets  and  liabilities  (including  debt) 
of  a  private  uranium  enrichment  project  if  the 
venture  threatened  to  fail  —  at  the  call  of  the 
private  venture  or  the  Government ,  and  with  com- 
pensation to  domestic  investors  in  the  private 
ventures  ranging  from  full  reimbursement  to  total 
loss  of  equity  interest,  depending  upon  the  circum- 
stances leading  to  the  threat  of  failure. 


296 


The  arrangements  would  be  spelled  out  In  a  detailed 
contract,  and  the  basis  for  arrangements  would  be 
subject  to  Congressional  review. 

It  is  intended  that  any  undertaking  by  the 
Government  to  acquire  assets  or  interest  and 
to  assume  liabilities  of  a  private  venture 
would  end  after  approximately  one  full  year 
of  commercial  operation  of  a  plant.   The  precise 
period  would  be  determined  in  the  negotiation 
of  definitive  agreements. 

The  Government  would  monitor  progress  carefully  so  that 
it  can  be  sure  that  the  plant  will  function  properly 
and  will  be  completed  on  time  and  within  cost  estimates 

Assurances  for  Customers .   The  President  announced  his 
pledge  to  domestic  and  foreign  customers  who  place  orders 
with  private  U.S.  suppliers  that  the  Government  will  assure 
that  orders  will  be  filled  as  services  are  needed.   Those 
first  in  line  with  private  suppliers  will  be  first  in  line 
to  receive  services  from  the  Government  —  if  it  were 
necessary  for  the  Government  to  take  over  and  complete 
a  private  project. 

Controls  and  Safeguards .   The  President  announced  that  all 
necessary  controls  and  safeguards  will  be  maintained  in 
all  arrangements  with  private  firms.   Such  controls  and 
safeguards  include: 

Preventing  the  Diversion  of  Nuclear  Materials  or 
Un-Controlled  Spread  of  Sensitive  Technology.   All 
necessary  measures  will  be  taken  to  safeguard  the 
use  of  the  products  of  plants  and  to  protect  sensitive 
classified  technology.   These  measures  include: 

Effective  domestic  safeguards  and  physical  security 
measures  to  the  plants  and  their  products. 
Continued  requirements  that  exports  take  place 
pursuant  to  appropriate  international  agreements 
for  cooperation  and  be  subjected  to  safeguards 
to  prevent  diversions. 
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Continued  classification  and  protection  of 
sensitive  enrichment  technology. 

Foreign  Investment .   Foreign  investment  in  private 
enrichment  ventures  will  be  encouraged,  but  control 
will  remain,  as  required  by  law,  with  U.S.  interests. 
Foreign  investors  would  not  require  or  have  access 
to  classified  information.   Any  proposals  for 
sharing  technology  would  be  considered  separately 
and  would  be  subject  to  Governmental  review  and 
approval . 

Environmental  Impact ,  Safety  and  Anti-Trust.   Private 
ventures  wishing  to  build  plants*  will  have  to  obtain 
from  the  Nuclear  Regulatory  Commission  (NRC)  a  construc- 
tion permit  and  operating  license.   As  a  part  of  its 
review,  the  NRC  must  evaluate  environmental,  safety 
and  anti-trust  considerations  as  well  as  assure  that 
control  of  the  proposed  new  ventures  remain  in  the 
U.S.  —  as  now  required  by  the  Atomic  Energy  Act. 
NRC  also  will  have  responsibility  for  assuring  that 
the  plants  are  appropriately  safeguarded.   The  Justice 
Department  participates  in  the  review  of  anti-trust 
considerations . 


IMPLEMENTING  ACTIONS 

The  President  announced  several  administrative  actions  that  are 
being  taken  now: 

Negotiations  for  a  Diffusion  Plant.   ERDA  is  responding 
formally  to  a  proposal  from  "the  Uranium  Enrichment  Associates 
(UEA)  offering  to  enter  into  negotiations  which  could  lead 
to  the  construction  by  UEA  of  a  $3-5  billion  (1976  dollars) 
plant  which  would  make  use  of  gaseous  diffusion  technology 
and  which  would  be  on  line  by  about  1983 . 

Request  for  Proposal  for  Centrifuge  Plants.   ERDA  is 
issuing  today  a  new  request  for  proposals  from  industrial 
firms  interested  in  constructing,  owning  and  operating 
enrichment  facilities  making  use  of  centrifuge  technology. 

Environmental  Impact  Statement.   ERDA  will  on  June  30 
issue  for  public  review  and  co'mment  a  draft  environ- 
mental impact  statement  concerned  with  the  expansion 
of  uranium  enrichment  capacity  to  be  attained  through 
ERDA's  implementation  of  this  action. 
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Contingency  Planning.   ERDA  will  continue  with  backup 
contingency  measures  to  assure  that  capacity  will  be 
ready  in  the  unlikely  event  that  industrial  efforts 
falter.   These  measures  include  continuation  of 
Government  conceptual  design  activities,  research  and 
development  on  enrichment  technologies,  and  technologi- 
cal assistance  to  the  private  sector  on  a  cost  recovery 
basis. 

Diffusion  Plant  Design  Work.   ERDA  plans  to  purchase  from 
UEA  design  work  on  components  for  the  private  diffusion  plani 
that  could  be  used  in  a  Government  plant  —  if  the  private 
venture  were  unable  to  proceed. 

SPECIFICS  OF  THE  LEGISLATIVE  PROPOSAL 

Authorizing  legislation.   The  basic  enabling  legislation  proposed 
today  by  the  President  would: 

Authorize  Cooperative  Agreements . 

It  would  permit  ERDA  to  negotiate  and  enter  into 
cooperative  arrangements  with  firms  wishing  to  build, 
own  and  operate  uranium  enrichment  facilities. 

It  would  provide  authorization  for  contract  authority 
for  amounts  up  to  $8  billion  as  may  be  approved  in  an 
appropriation  act  —  which  is  an  estimate  of  the  to- 
tal potential  cost  to  the  Government  in  the  unexpected 
event  that  all  Government  assured  diffusion  and  cen- 
trifuge ventures  were  to  fail,  and  it  was  then 
necessary  for  the  Government  to  assume  assets  and 
liabilities  of  these  ventures,  take  over  plants,  and 
compensate  domestic  investors.   The  Administration's 
expectation  is  that  none  of  these  funds  would  have 
to  be  appropriated  or  expended  for  the  assumption 
of  private  ventures,  but  the  authorization  is  necessary 
to  provide  assurance  to  customers  and  to  potential 
producers  of  the  Federal  Government's  commitment  to 
create  a  competitive  industry. 

Provide  for  Congressional  Review.   Once  contracts  were 
negotiated  the  Joint  Committee  o'n  Atomic  Energy  (JCAE) 
would  be  notified  and  a  period  of  ^5  days  would  have  to 
elapse  before  a  contract  would  be  executed  —  to  allow 
an  opportunity  for  Congressional  review  of  the  basis 
for  ERDA's  arrangements  with  private  firms. 
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Appropriations  Request .   The  President  will  later  request 
an  appropriation  of  contract  authority  which  is  required  by 
the  proposed  bill  before  a  contract  can  be  executed,  in 
order  to  cover  the  estimated  maximum  Federal  Government 
exposure  for  specific  projects  in  the  event  that  it  were 
necessary  to  assume  assets  and  liabilities.   Again, 
expenditure  of  these  funds  for  assumption  of  any  private 
venture  is  not  considered  likely. 

DEVELOPMENTS  LEADING  TO  THE  PRESIDENT'S  PLAN 

U.S.  Leadership  in  Uranium  Enrichment  Technology.   The  United 
States  is  the  recognized  world  leader  in  technology  for  refining 
or  "enriching"  natural  uranium  to  a  form  that  can  be  used  to  make 
fuel  for  nuclear  power  reactors.   Natural  uranium  contains  only  a 
small  amount  (approximately  .7%)    of  the  fissionable  isotope  U-235- 
In  order  to  be  useful  to  make  fuel  for  most  nuclear  reactors,  the 
concentration  of  U-235  must  be  increased  to  about  2-H%   through  a 
process  of  separating  off  other  isotopes.   The  technology  was 
developed  and  is  owned  by  the  Federal  Government.   Certain  parts 
of  the  technology  are  classified.   Principal  U.S.  technologies 
are : 

Gaseous  Diffusion.   This  technology  which  is  now  used  in  the 
three  existing  government-owned  enrichment  plants  was  developed 
in  the  19*40 's.   Over  30  years  of  large  scale  operating  experi- 
ence and  process  improvement  have  made  the  technology  the  most 
reliable  and  economical  now  available  for  commercial  scale 
operations.   The  next  increment  of  capacity  must  make  use  of 
this  technology. 

Gas  centrifuge .   The  gas  centrifuge  process  of  uranium 
enrichment  provides  an  alternative  to  gaseous  diffusion. 
Full  operation  of  a  Government  pilot  plant  is  scheduled  for 
early  1976.   If  the  projected  economics  of  the  process  are 
realized,  gas  centrifuge  technology  is  expected  to  be  used  as 
subsequent  increments  of  commercial  capacity  are  added. 

Laser  Separation.   ERDA  Is  conducting  a  basic  research 
program  to  determine  whether  this  technology  is  technically 
or  commercially  feasible.   Even  if  successful,  the  technology 
will  not  be  available  in  time  to  be  used  for  the  next  several 
increments  of  needed  enrichment  capacity. 

Existing  U.S.  Capacity.   The  three  Government-owned  uranium 
enrichment  plants  will,  when  currently  authorized  expansion 
is  completed,  have  the  capacity  to  produce  enriched  uranium 
needed  to  fuel  about  300  large  nuclear-powered  electric 
generating,  plants. -In  the  U.S.  and  foreign  countries. 
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The  Growing  Market.   Current  estimates  are  that  the  U.S.  will 
require  for  domestic  needs  added  enrichment  capacity  by  2000 
equal  to  6  to  9  plants  the  size  of  any  one  of  the  three  existing 
plants  and  that  added  capacity  for  the  total  market  served  by 
the  U.S.  will  equal  9  to  12  similar  size  plants. 

Potential  Foreign  Suppliers  .   The  principal  existing  capacity 
for  enriching  uranium  outside  the  U.S.  is  in  the  Soviet  Union. 
A  French-led  diffusion  plant  project  (Eurodif)  is  expected  to 
begin  production  in  1979  and  its  capacity  is  reported  to  be 
fully  committed.   A  British-German-Dutch  consortium  (Urenco) 
plant  will  also  begin  expanded  operations  in  1979-   Plans  for 
additional  plants  are  being  discussed  by  France,  Canada, 
South  Africa,  Japan,  Australia  and  Brazil. 

The  Program  to  Develop  a  Competitive  Industry.   The  Atomic 
Energy  Act  of  1951  provides  that  "the  development,  use  and 
control  of  atomic  energy  shall  be  directed  so  as  to  ... 
strengthen  free  competition  in  private  enterprise".   An 
Executive  Branch  policy  to  encourage  private  industry  to  build 
the  next  increments  of  uranium  enrichment  capacity  was  announced 
in  June  1971.   Beginning  in  1973,  the  Atomic  Energy  Commission 
(AEC)  asked  private  firms  to  consider  building,  owning  and 
operating  enrichment  plants  and  granted  qualified  U.S.  firms 
access  to  classified  aspects  of  the  Government's  work,  under 
carefully  controlled  security  conditions,  in  order  that  they 
might  make  their  own  assessment  of  the  commercial  potential 
for  private  enriching  plants.   A  number  of  firms  responded  tc 
the  invitation  from  which  several  consortia  have  emerged  whi^h 
are  interested  in  pursuing  the  possibility  of  building  enrich- 
ment plants. 

Diffusion  Plant .   One  consortium  —  the  Uranium  Enrichment 
Associates  (UEA)  —  is  interested  in  constructing  a  $3-5 
billion  gaseous  diffusion  plant  equivalent  to  the  expanded 
capacity  of  one  of  the  3  existing  Government-owned  plants. 

Centrifuge  Plants.   Other  firms  and  consortia  —  Centar, 
Exxon  Nuclear  and  Garrett  Corporation  —  have  expressed 
interest  in  cooperative  arrangements  with  the  Federal 
Government  which  would  lead  to  demonstration  gas  centrifuge 
plants  which  could  be  expanded  in  the  future  to  commercial 
scale  plants.   The  AEC  (predecessor  to  ERDA)  requested 
proposals  from  Industry  to  advance  the  demonstration  of 
centrifuge  technology.   A  modified  request  for  proposals 
is  being  issued  today  by  ERDA. 
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Obstacles  to  the  Entry  of  Private  Industry.   All  firms  interested 
in  building,  owning  and  operating  a  private  plant  have  concluded 
that  some  form  of  Government  cooperation  and  temporary  assurances 
are  essential  to  begin  the  transition  to  a  private  competitive 
industry.  .  Among  the  factors  that  have  contributed  to  this 
conclusion  are: 

The  complexity  of  the  undertaking,  including  the  Federal 
ownership  and  the  classification  of  the  technology. 

The  large  financial  commitment  required  and  the  difficulty 
encountered  in  trying  to  obtain  private  financing. 

The  inherent  difficulties  of  ending  a  Government  monopoly. 

The  recent  adverse  financial  situation  of  U.S.  electrical 
utilities  which  are  the  customers  for  a  plant.   (Their  long 
term  contracts  for  uranium  enrichment  services  must  provide 
security  for  the  long  term  financing  required.) 

Some  uncertainty  as  to  whether  the  Government  would  follow 
through  on  Its  commitment  to  achieve  privatization. 

Alternatives  to  Private  Entry .   The  principal  alternatives  to 
an  immediate  effort  to  achieve  privatization  include: 

All  future  additions  to  capacity  financed,  built  and  owned 
by  the  Federal  Government,  thus  continuing  indefinitely  the 
existing  monopoly. 

Government  financing  and  ownership  of  one  or  more  additional 
increments  of  capacity,  followed  by  another  attempt  to  achieve 
privatization. 

A  thorough  review  indicated  that,  regardless  of  the  alternative 
selected : 

The  next  increment  of  capacity  can  be  on  line  when  needed 
(now  estimated  about  1983) - 

Controls  and  safeguards  involving  classified  technology  and 
non-proliferation  of  nuclear  materials  can  be  maintained. 

Customers  for  the  next  increment  are  expected  to  be  largely 
foreign. 

Foreign  investments  in  an  enrichment  plant  can  be  accommodated 
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This  review  led  to  the  conclusion  that  the  task  of  explaining  and 
implementing  the  plan  for  achieving  a  private  industry  would  be 
difficult  and  that  a  substantial  effort  would  be  required  by  both 
the  Congress  and  the  Executive  Branch,  but  that  the  benefits  of 
privatization  Justified  the  effort.   The  benefits  of  privatization 
include : 

Avoiding  a  cost  to  taxpayers  of  $*40  to  $50  billion 

for  plants  that  should  be  on  line  by  2000,  if  the  Federal 

Government  were  to  finance  and  own  the  plants.   (These  funds 

would  not  be  recovered  to  the  Treasury  for  many  years.) 

Under  the  President's  plan,  revenue  of  about  $90  to 

$100  million  per  plant  per  year  would  flow  to  the  Federal 

Treasury  from  industry,  principally  from  taxes  and  payments 

for  the  use  of  Government  inventions  and  discoveries. 

An  early  end  to  the  Government  monopoly  in  a  type  of  commercie 
activity . 

Avoiding  expansion  of  the  public  sector  when  industry  is 
willing  and  able  to  do  the  job. 

Competition  which  would  provide  incentives  for  lower  costs 
and  additional  improvements  in  technology. 

The  Proposal  from  Uranium  Enrichment  Associates  (UEA) .   Uranium 
Enrichment  Associates  is  a  consortium  currently  consisting  of 
Bechtel  Corporation  and  the  Goodyear  Tire  and  Rubber  Company.   On 
May  30,  1975,  UEA  submitted  a  revised  proposal  to  ERDA  calling  for 
cooperative  arrangements  with  the  Federal  Government.   The  principc 
features  of  the  UEA  proposals  are  summarized  in  Attachment  #1.   A 
contract  containing  the  details  of  a  cooperative  agreement  would  be 
negotiated  by  UEA  and  ERDA. 

Centrifuge  Enriching  Projects  —  Request  for  Proposals . 

In  August  of  197^  the  Government  announced  a  program  expected 
to  lead  to  several  relatively  small  industry  constructed 
demonstration  projects. 

Gas  centrifuge  technology  has  not  yet  been  applied  on  a 
production  scale  sufficient  to  permit  full  industry  commit- 
ment to  large  plants.   At  least  three  companies  are  interested 
in  undertaking  private  centrifuge  enriching  projects  now  whicl 
would  be  scaled  up  progressively  from  small  demonstration 
modules  to  a  capacity  the  economies  of  scale  for  centrifuge 
enriching  are  expected  to  be  largely  realized.   These  are 
expected  to  be  1/3  to  1/2  the  capacity  of  the  planned  diffuslc 
plant . 
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Government-industry  cooperative  arrangements  similar  to  that 
required  for  the  UEA  diffusion  project  may  be  required. 

A  Request  for  Proposals  for  this  program  which  extends  and 
elaborates  upon  the  earlier  program  is  being  issued  today: 

Proposals  will  be  due  on  October  1,  1975  and  it  is  the 
Government  expectation  that  several  proposals  could  be 
accepted  to  proceed  more  or  less  in  parallel  with  each 
other  and  with  the  UEA  project. 

Proposers  will  describe  their  proposed  project  in  detail, 
including  plant  design,  size,  location  and  schedules  and 
specify  the  type  and  magnitude  of  Government  support 
necessary  to  proceed. 

Small  initial  modules,  perhaps  200-300  thousand  units 
per  year  could  be  in  operation  in  the  early  1980's  with 
2-3  million  unit  commercial  scale  plants  achieved  in  the 
mid-1980's  on  a  time  frame  consistent  with  the  growth 
of  the  market . 

Centrifuge  technology  permits  adding  small  capacity  increments 
as  required  to  closely  follow  market  needs. 

Proceeding  with  several  centrifuge  demonstration  projects  in 
the  same  time  frame  as  the  gaseous  diffusion  plant  will  furthe 
the  objective  of  developing  a  private,  competitive  enriching 
industry  and  maintaining  U.S.  world  leadership  in  this  field. 

OTHER  ACTIONS  RELATED  TO  URANIUM  ENRICHMENT  CAPACITY 

Increasing  ERDA ' s  Charge  for  Uranium  Enrichment  Services . 

The  current  price-  charged  by  ERDA  for  uranium  enrichment  is 
based  on  a  statutory  formula  which  says  that  ERDA ' s  charge 
must  be  established  on  the  basis  of  the  recovery  of  the 
Government's  costs  over  a  reasonable  period  of  time.   Appli- 
cation of  the  formula  has  resulted  in  a  present  charge  of 
about  $42  to  $48  per  separative  work  unit,  depending  on  the 
type  of  contract  a  customer  has  with  ERDA.   This  price  will 
rise  by  the  end  of  1975  to  about  $53  and  $60  per  unit. 
These  prices  reflect  the  low  cost  of  construction  during 
the  19^0 's  and  1950* s  for  plants  built  primarily  for  military 
purposes.   These  prices  are  much  lower  than  the  quoted  world 
market  prices  of  enrichment  services  of  between  $75  to  $100 
per  unit . 
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The  President  announced  in  his  1976  Budget  hit  intention  to 
rropose  legislation  to  the  Congress  to  permit  ERDA  to  raise 
the  price  of  enrichment  services  from  its  plants.  The  new 
price  would  be  established  to  recover  the  Government's  costs 
and  place  the  pricing  of  Government  enriching  services  on  a 
more  business-like  basis.   This  step  would  encourage  private 
sector  interest  in  building  enrichment  facilities  and  end  an 
unjustifiable  subsidy  to  both  foreign  and  domestic  customers. 
The  new  price  would  include  a  rate  of  return  on  investment 
more  appropriate  to  the  private  sector  than  the  Government's 
rate  of  return,  an  allowance  equivalent  to  corporate  income 
taxes  and  also  include  other  costs  typical  of  private  operations 
On  this  basis  the  new  price  per  separative  work  unit  will  be 
approximately  $76. 

This  legislation  has  been  submitted  to  the  Congress  by  ERDA. 

Contract  Relief  for  Current  ERDA  Enrichment  Customers. 

Present  ERDA  enrichment  contracts  require  customers  to  commit 
to  a  fixed  delivery  schedule  and  to  make  prepayments  amounting 
to  about  $3  million  per  plant  several  years  prior  to  the 
first  delivery  of  enriched  fuel.   Since  these  contracts  were 
signed,  many  nuclear  power  plants  whose  fuel  was  covered  by 
these  contracts  have  been  postponed  or  cancelled. 

As  a  result,  many  utilities  now  face  the  prospect  of  having 
to  pay  for  uranium  enrichment  services  well  In  advance  of 
the  revised  completion  dates  for  the  reactors. 

In  order  to  free  both  ERDA  and  the  enrichment  customers  from 
unrealistic  commitment,  ERDA,  after  notifying    the  Joint 
Committee  on  Atomic  Energy  (JCAE),  has  announced  that  it  will: 

Grant  customers  the  right  within  a  60-day  period  to 
serve  notice  that  they  wish  to  terminate  their  contract 
with  no  cancellation  fee  and  with  refund  of  any  payments. 

Permit  those  wishing  to  defer  deliveries  (rather  than 
terminate  contracts)  to  have  a  one-time  adjustment  of 
contract  commitments  without  penalty. 

Permit  a  similar  one-time  adjustment  of  the  rate  at 
which  uranium  feed  should  be  sent  to  the  enriching 
plants  to  coincide  in  part  with  the  slipped  enrichment 
requirements . 
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These  actions  would 


Result  In  a  larger  U.S.  stockpile  of  enriched  uranium 
for  use  as  an  inventory  to  support  the  new  private 
uranium  enrichment  plants  with  backup  supplies  of 
enriched  material,  should  any  delays  occur  in  their 
initial  operation. 

Establish  a  more  realistic  data  base  for  evaluating 
future  domestic  and  foreign  enrichment  requirements. 

Grant  needed  short-term  financial  relief  to  the  utility 
industry . 

ERDA  Conditional  Contracts  for  Enrichment  Services. 

Some  customers  placing  orders  with  AEC  (predecessor  to  ERDA) 
in  mid-1974  were  given  conditional  contracts;  i.e.,  contracts 
contingent  upon  the  approval  by  U.S.  regulatory  authorities 
(now  the  Nuclear  Regulatory  Commission)  of  the  use  of  recycled 
Plutonium  as  a  nuclear  reactor  fuel.   These  conditional  contra 
were  backed  up  by  announcement  that  the  U.S.  would  have  expand 
capacity  available  that  could  fulfill  requirements,  if  needed. 

The  expanded  U.S.  capacity  that  will  result  from  the  President 
plan  will  provide  sources  of  supply  that  can  be  tapped  by  the 
holders  of  conditional  contracts. 
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ATTACHMENT  #1 


SUMMARY  OF  THE  URANIUM  ENRICHMENT 

ASSOCIATES  (UEA)  PLAN  AND  PROPOSAL  TO  ERDA  FOR 

A  COOPERATIVE  ARRANGEMENT 


Physical  Description  of  the  Project. 

A  9  million  separative  work  unit  per  year  gaseous 
diffusion  plant  would  be  built  near  Dothan,  Alabama 
on  a  1720  acre  site  on  the  Chattahoochee  River. 

When  in  full  operation  the  plant  could  provide  enriching 
services  for  about  90  large  nuclear  power  reactors. 

The  plant  will  require  about  2500  megawatts  of  electrical 
power  which  will  be  supplied  from  a  dedicated  nuclear 
power  facility  located  nearby. 

Project  cost  estimate  (exclusive  of  the  power  project) 
has  been  estimated  by  UEA  to  be  $3-5  billion  In  1976 
dollars. 

UEA  projects  continuation  of  design  work  now  underway 
on  the  project  during  the  next  several  years  with 
construction  scheduled  to  commence  in  1977. 

Full  production  from  the  plant  is  projected  in  1983 
with  limited  production  starting  in  1981. 

Nearly  50  million  construction  manhours  are  estimated 
for  the  project.   A  peak  construction  labor  force  of 
about  7000  workers  will  be  reached  in  1979-80  and  the 
permanent  operating  staff  of  the  project  is  expected 
to  be  about  1100. 

The  plant  will  be  processing  and  upgrading  natural 
uranium  and  thus  will  have  essentially  no  radiation 
hazard.   It  will  be  similar  to  a  large  materials 
handling  plant  except  that  the  product  material  will 
be  much  more  valuable. 
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Financial  Structure  of  UEA  Project. 

UEA  expects  that  two  to  six  companies  in  addition  *o 
Bechtel  and  Goodyear  will  comprise  the  consortium  that 
will  undertake  the  project.   These  companies  are  ex- 
pected to  be  identified  within  the  next  few  months. 

Based  upon  marketing  efforts  to  date,  UEA  projects  that 
about  ko   percent  of  plant  capacity  will  be  taken  by  U.S. 
domestic  utilities  and  the  balance  by  ncn-U.S.  organi- 
zations in  countries  with  which  the  United  States  has 
Agreements  for  Cooperation  permitting  the  transfer  or 
disposition  of  enriched  uranium.   (Under  the  Atomic 
Energy  Act  voting  control  for  such  a  project  must 
remain  in  the  hands  of  the  United  States  investors  at 
all  times  and  the  project  is  so  structured.   The  secrecy 
of  the  process  will  be  protected  and  foreign  customers 
or  investors  will  not  have  access  to  classified  technology 
or  information. ) 

Project  financing  using  an  85  percent  debt,  15  percent 
equity  ratio  is  contemplated  for  the  project. 

The  equity  corresponding  to  the  domestic  portion  of  plant 
output  will  be  supplied  by  UEA  and  the  debt  financing 
will  be  raised  in  the  commercial  market  primarily  on 
the  basis  of  the  security  of  long-term  (25  year)  non- 
cancelable  enrichment  service  contracts  with  domestic 
utilities. 

Both  equity  and  debt  for  the  foreign  share  of  plant 
output  is  to  be  supplied  from  the  foreign  customers' 
own  sources  of  capital. 

Pricing  of  product  from  the  plant  is  based  upon  the 
recovery  of  all  operating  costs,  servicing  of  debt  and 
an  after-tax  return  of  approximately  15  percent  on 
equity. 

A  3  percent  payment,  based  on  gross  sales  would  be  paid 
to  the  Government  for  use  of  taxpayer-developed  technology 


:ustomers . 

A  number  of  United  States*  utilities  have  executed 
contingent  letters  of  intent  with  UEA  to  purchase  uranium 
enriching  services  from  the  new  plant  and  a  number  of 
additional  utilities  are  now  evaluating  their  requirement 
for  services. 
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UEA  has  made  extensive  marketing  contacts  overseas  and 
anticipates  that  foreign  orders  will  be  forthcoming. 

Cooperative  Arrangements. 

Due  to  the  unique  nature  of  the  project,  the  very  large 
capital  requirements,  and  long  payout  periods,  UEA  has 
concluded  that  it  would  not  be  possible  to  move  ahead 
without  certain  forms  of  Government  backup  assistance. 

UEA  has  proposed  that  the  Government : 

Supply,  at  cost,  essential  components  presently 

produced  exclusively  by  the  Government. 

Supply  the  Government's  gaseous  diffusion  technology 

and  warrant  its  satisfactory  operation. 

Buy  enriching  services  from  UEA  or  sell  enriching 

services  to  UEA  from  the  Government  stockpile  to 

accommodate  plant  start-up  and  loading  problems. 

UEA  has  also  proposed  that: 

The  Government  provide  standby  financial  backup 
assistance  lasting  for  the  critical  construction 
period  plus  approximately  one  additional  year  to 
offset  the  current  weak  credit  position  of  the 
U.S.  utility  industry.   The  Government  provide 
financial  backup  if  UEA  cannot  complete  the  plant 
or  bring  it  into  commercial  operation.   A  call  on 
this  financial  backup  is  made  at  the  risk  of  loss 
to  UEA  of  its  equity  interest.   In  this  event, 
the  Government  has  the  right  to  acquire  UEA's 
domestic  equity  position  and  the  obligation  to 
assume  UEA's  liabilities  and  debt. 
The  Government  may  also  require  UEA  to  release 
the  project  to  the  Government  if  the  Government's 
interest  so  demands.   In  this  event,  the  Government 
would  be  obligated  to  assume  UEA's  liabilities 
and  debt. 

The  consideration  for  acquisition  of  UEA's  domestic 
equity  position  in  either  case  can  range  from 
loss  of  equity  for  uncorrected  gross  mismanagement 
of  UEA  to  full  fair  compensation  for  causative 
events  outside  UEA's  reasonable  control. 
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All  of  the  above  forms  of  backup  assistance  would  be 
subject  to  contract  negotiations  between  ERDA  and  UEA. 
UEA  believes  that  the  plant  can  be  completed  within  the 
private  sector  with  no  net  expenditure  of  Government 
funds . 
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ATTACHMENT  #2 


Uranium  Enrichment  as  Part  of  the  Nuclear  Fuel  Cy_cle 

The  attached  chart  depicts  the  nuclear  fuel  cycle  for  Light 
Water  Reactors,  (the  type  of  reactors  most  commonly  used 
in  the  U.S.).   About  97%   of  the  reactors  obtaining  enrich 
ment  services  from  the  ERDA  gaseous  diffusion  plants  are 
Light  Water  Reactors   a  similar  fuel  cycle  exists  -for  the 
other  present  reactor  type  —  the  High  Temperature  Gas 
Cooled  Reactor. 

Prior  to  the  enrichment  step,  uranium  ore  is  mined  from 
the  earth's  crust  and  sent  to  a  mill  where  uranium  concentrate 
is  produced.   This  concentrate  is  often  referred  to  as 
yellowcake.  or  by  the  chemical  symbol.  UoOq.   There  are 
14  mills  presently  operating  in  the  U.S.   The  uranium 
concentrate  is  then  sent  to  a  converter  where  it  is  con 
verted  to  uranium  hexaf luorlde .  or  UF6 .   This  is  the  only 
simple  form  of  uranium  that  can  be  gaseous  at  conditions 
near  room  temperatures  and  pressures.   There  are  two 
UF6  conversion  plants  operating  in  the  U.S. 

The  uranium  hexafluoride  is  then  sent  to  a  uranium  enrichment 
plant.   There  are  two  processes  under  consideration  for 
commercial  use  in  the  U.S.   -  the  established  gaseous 
diffusion  process,  used  in  the  ERDA  plants,  and  the  gas 
centrifuge  process.   The  UEA  will  use  the  gaseous  diffusion 
process.   In  the  process,  the  uranium  hexafluoride  gas  is 
pumped  through  a  semipermeable  membrane.   The  desirable 
fissionable  isotope.  U  235,  diffuses  through  the  membrane 
more  readily  than  the  nonfissionable  isotope   U  238.   A 
stream  depleted  in  U  235  is  collected  from  the  plant  and 
sent  to  storage.   A  stream  enriched  in  U-  235  is  collected 
from  the  plant  and  sent  to  a  fuel  fabrication  plant.   In 
this  plant,  the  uranium  hexafluoride  is  converted  to  uranium 
dioxide  UC>2>  formed  into  pellets,  and  placed  in  zirconium 
tubes.   The  tubes  are  assembled  into  bundles  and  sent  to 
nuclear  power  plants.   Seven  U.S.  companies  are  involved 
in  the  fabrication  of  nuclear  fuel. 


311 


21 

After  the  fuel  is  used  in  the  nuclear  power  plant  ,  it  is 
discharged  and  allowed  to  cool  in  a  large  water  basin  at 
the  plant .   The  spent  fuel  will  then  be  sent  to  a  chemical 
reprocessing  plant.   In  this  step,  the  uranium  and  reactor- 
produced  plutonium  will  be  separated  from  the  highly 
radioactive  fission  products  generated  while  the  fuel  is 
in  the  nuclear  power  plant.   The  radioactive  wastes  in 
proper  form  will  be  sent  to  a  repository.   The  recovered 
uranium  will  be  converted  again  to  the  hexafluoride  and 
reinserted  into  the  enrichment  plants  for  reenrichment . 
Plutonium  is  also  a  fissionable  material  that  can  be  used 
as  fuel  in  a  nuclear  power  plant.   If  use  of  the  plutonium 
is  granted  by  the  Nuclear  Regulatory  Commission,  it  would 
be  sent  to  the  fuel  fabrication  plants;  there  it  would  be 
mixed  with  the  uranium  and  formed  into  pellets  for  nuclear 
power  plant  fuel .   There  are  currently  no  commercial  chemical 
reprocessing  plants  operating  in  the  U.S.;  one  plant  is  shut 
down  for  modification  and  another  is  under  construction. 
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June  26,  1975 
O'ffice  of  the  White  Housu  I  ress  Secretary 

THE  WHITE  HOUSE 


TEXT  OF  LETTERS  FROM  THE  PRESIDENT  TO  THE 

SPEAKER  OF  THE  HOUSE  OF  REPRESENTATIVES 

AND  THE  PRESIDENT  OF  THE  SENATE 


June  26,  1975 


Dear  Mr.  Speaker:    (Dear  Mr.  President:) 

I  have  today  sent  to  the  Congress  a  message  describing  my 
plan  for  securing  the  construction  of  additional  uranium 
enricnment  plants  in  the  United  States  by  private  industry 
to  meet  the  growing  needs  of  the  expanding  nuclear  power 
industry. 

A  critical  element  of  this  plan  is  legislation  to  authorize 
the  Administrator  of  the  Energy  Research  and  Development 
Administration  to  enter  into  cooperative  agreements  with 
private  firms  to  foster,  through  Government  cooperation 
and  temporary  assurances,  the  creation  of  a  competitive 
private  uranium  enrichment  industry.   I  am  enclosing  a 
proposed  bill,  the  Nuclear  Fuel  Assurance  Act  of  1975, 
which  would  provide  the  authority  needed  to  achieve  the 
objectives  described  in  my  message.   A  brief  analysis  of 
the  bill  is  also  enclosed. 

I  urge  the  Congress  to  pass  this  legislation  at  the  earliest 
possible  date  so  that  we  can  take  a  major  step  toward  our 
goal  of  energy  independence. 

Sincerely, 
GERALD  R.  FORD 
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A  BILL 


To  authorize  cooperative  arrangements  with  private 
enterprise  for  the  provision  of  facilities  for 
the  production  and  enrichment  of  uranium  en- 
riched in  the  isotope  235,  to  provide  for 
authorization  of  contract  authority  therefor, 
and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  the  House  of 
Representatives  of  the  United  States  of  America  in 
Congress  assembled,  That  this  Act  may  be  cited  as 
the  "Nuclear  Fuel  Assurance  Act  of  1975." 

Sec.  2.   Chapter  5.  PRODUCTION  OF  SPECIAL  NUCLEAR  MATERIAL 
of  the  Atomic  Energy  Act  of  195*4,  as  amended,  is  amended 
by  adding  at  the  end  thereof  the  following  Section: 

"Sec.  *J5  Cooperative  Arrangements  for  Private 
Projects  to  Provide  Uranium  Enrichment  Services  — 

"a.   The  Energy  Research  and  Development 
Administration  is  authorized,  without  regard  to  the 
provisions  of  Section  169  of  this  Act,  to  enter  into 
cooperative  arrangements  with  any  person  or  persons 
for  such  periods  of  time  as  the  Administrator  of  the 
Energy  Research  and  Development  Administration  may 
deem  necessary  or  desirable  for'  the  purpose  of  pro- 
viding such  Government  cooperation  and  assurances 
as  the  Administrator  may  deem  appropriate  and 
necessary  to  encourage  the  development  of  a  com- 
petitive private  uranium  enrichment  industry  and 
to  facilitate  the  design,  construction,  ownership 
and  operation  by  private  enterprise  of  facilities 
for  the  production  and  enrichment  of  uranium  en- 
riched in  the  isotope  235  in  such  amounts  as-  will 
contribute  to  the  common  defense  and  security  and 
encourage  development  and  utilization  of  atomic 
energy  to  the  maximum  extent  consistent  with  the 
common  defense  and  security  and  with  the  health 
and  safety  of  the  public;  including,  inter  alia, 
in  the  discretion  of  the  Administrator, 

(1)  furnishing  technical  assistance,  in- 
formation, inventions  and  discoveries,  enriching: 
services,  materials,  and  equipment  on  the  basis  of 
recovery  of  costs  and  appropriate  royalties  for 
the  use  thereof; 
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(2)  providing  warranties  for  materials 
and  equipment  furnis  .ed; 

(3)  providing  facility  performance 
assurances; 

( iJ)  purchasing  enriching  services; 

(5)  undertslclrig  to  acquire  the  assets 

or  interest  of  such  p  -•-  n.  or   y  »f  zur  \  persons, 
in  an  enrichment  facility,  ivti.       >  a   ;me  obligations 
and  liabilities  (including  debtj  of  such  person,  or 
any  of  such  persons,  arising  out  of  the  design,  con- 
struction, ownership,  or  operation  for  a  defined 
period  of  such  enrichment  facility  in  the  event 
such  person  or  persons  cannot  complete  that  en- 
richment facility  or  bring  it  into  commercial 
operation:   Provided  that  any  undertaking,  pursuant 
to  this  subsection  5,  to  acquire  equity  or  pay  off 
debt,  shall  apply  only  to  individuals  who  are 
citizens  of  the  United  States,  or  to  any  corporation 
of  other  entity  organized  for  a  common  business 
purpose,  which  is  owned  or  effectively  controlled 
by  citizens  of  the  United  States;  and 

(6)  determining  to  modify,  complete  and 
operate  that  enrichment  facility  as  a  Government 
facility  or  to  dispose  of  the  facility  at  any  time, 
as  the  interest  of  the  Government  may  appear,  subject 
to  the  other' provisions  of  this  Act. 

"b.   Before  the  Administrator  enters  into  any 
arrangement  or  amendment  thereto  under  the  authority 
of  this  section,  or  before  the  Administrator  deter- 
mines to  modify,  or  complete  and  operate  any  facility 
or  to  dispose  thereof,  the  basis  for  the  proposed 
arrangement  or  amendment  thereto  which  the 
Administrator  proposes  to  execute  (including  the 
name  of  the  proposed  participating  person  or 
persons  with  whom  the  arrangement  is  to  be  made, 
a  general  description  of  the  proposed  facility, 
the  estimated  amount  of  cost  to  be  incurred  by 
the  participating  person  or  persons,  the  incentives 
imposed  by  the  agreement  on  the  person  or  persons 
to  complete  the  facility  as  planned  and  operate  it 
successfully  for  a  defined  period,  and  the  general 
features  of  the  proposed  arrangement  or  amendment), 
or  the  plan  for  such  modification,  completion, 
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operation  or  disposal  by  the  Administrator,  as 
appropriate,  shall  be  submitted  to  the  Joint 
Committee  on  Atomic  Energy,  and  a  period  of  forty- 
five  days  shall  elapse  while  Congress  is  in  session 
(in  computing  such  "forty-five  days,  there  shall  be 
excluded  the  days  on  which  either  House  is  not  in 
session  because  of  adjournment  for  more  than  three 
days)  unless  the  Joint  Committee  by  resolution  in 
writing  waives  the  conditions  of,  or  all  or  any 
portion  of,  such  forty-five  day  period:   Provided, 
however,  that  any  such  arrangement  or  amendment 
thereto,  or  such  plan,  shall  be  entered  into  in 
accordance  with  the  basis  for  the  arrangement  or 
plan,  as  appropriate,  submitted  as  provided  herein.1 

Sec.  3.   The  Administrator  of  the  Energy  Research 
and  Development  Administration  is  hereby  authorized 
to  enter  into  contracts  for  cooperative  arrangements, 
without  fiscal  year  limitation,  pursuant  to  Section  45 
of  the  Atomic  Energy  Act  of  1954,  as  amended,  in  an 
amount  not  to  exceed  in  the  aggregate  $8,000,000,000 
as  may  be  approved  in  an  appropriation  Act.   In  the 
event  that  liquidation  of  part  or  all  of  any  financial 
obligations  incurred  under  such  cooperative  arrange- 
ments should  become  necessary,  the  Administrator  of 
the  Energy  Research  and  Development  Administration  is 
authorized  to  issue  to  the  Secretary  of  the  Treasury 
notes  or  other  obligations  up  to  the  levels  of  contract 
authority  approved  in  an  approDriation  Act  pur- 
suant to  the  first  sentence  of  this  section  in 
such  form  and  denomination,  bearing  such  maturity 
and  subject  to  such  terms  and  conditions  as  may 
be  prescribed  by  the  Administrator  with  the  approval 
of  the  Secretary  of  the  Treasury.   Such  notes  or 
other  obligations  shall  bear  interest  at  a  rate 
determined  by  the  Secretary  of  the  Treasury,  tak- 
ing into  consideration  the  current  average  market 
yield  on  outstanding  marketable  obligations  of 
the  United  States  of  comparable  maturity  at  the 
time  of  issuance  of  the  notes  or  other  obligations. 
The  Secretary  of  the  Treasury  shall  purchase  any 
notes  or  other  obligations  issued  hereunder  and, 
for  that  purpose,  he  is  authorized  to  use  as  a 
public  debt  transaction  the  proceeds  from  the  sale 
of  any  securities  issued  under  the  Second  Liberty 
Bond  Act,  as  amended,  and  the  purposes  for  which 
securities  may  be  issued  under  that  Act,  as 
amended,  are  extended  to  include  any  purchase  of 
such  notes  and  obligations.   The  Secretary  of  the 
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Treasury  may  at  any  time  sell  any  of  the  notes  or 
other  obligations  acquired  by  hirr.  under  this 
section.   All  redemptions,  purchases  and  sales 
by  the  Secretary  of  the  Treasury  of  such  notes 
or  other  obligations  shall  be  treated  as  public 
debt  transactions  of  the  United  States.   There 
are  authorized  to  be  appropriated  to  the 
Administrator  such  sums  as  may  be  necessary  to 
pay  the  principal  and  interest  on  the  notes  or 
obligations  issued  by  him  to  the  Secretary  of 
the  Treasury. 

Section  4.   The  Administrator  of  the  Energy  Research 
and  Development  Administration  is  hereby  authorized  to 
initiate  construction  planning  and  design  activities 
for  expansion  of  an  existing  uranium  enrichment  facility 
There  is  hereby  authorized  to  be  appropriated  such  sums 
as  may  be  necessary  for  thl3  purpose. 
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Bill  Analysis 

Section  1  of  the  proposed  bill  cites  the  Act  as 
the  "Nuclear  Fuel  Assurance  Act  of  1975." 

Section  2  of  the  proposed  bill  would  amend  Chapter 
5,  Production  of  Special  Nuclear  Material,  of  the  Atomic 
Energy  Act,  as  amended,  by  adding  a  new  Section  45. 
entitled  "Cooperative  Arrangements  for  Private  Projects 
to  Provide  Uranium  Enrichment  Services." 

Subsection  a.  of  the  new  Section  45  would  authorize 
the  Administrator  of  the  Energy  Research  and  Development 
Administration  (ERDA)  to  enter  into  cooperative  arrange 
ments  with  private  enterprise  to  facilitate  the  development 
of  a  competitive  private  industry  for  the  enrichment  of 
uranium  to  make  fuel  for  nuclear  power  plants.   This 
subsection  would  enable  the  Administrator  to  promote 
private  investment  in  the  construction,  ownership  and 
operation  of  uranium  enrichment  plants  by  providing  such 
Government  cooperation  and  assurances  as  are  determined 
to  be  necessary  and  in  the  best  interests  of  the  Govern- 
ment after  detailed  negotiation  with  selected  individual 
proposers  of  enrichment  services.   Such  negotiations  would 
be  directed  toward  obtaining  arrangements  most  advan 
tageous  to  the  Government  and  the  public  interest  and 
with  a  degree  of  risk  to  the  private  entrepreneurs 
consistent  with  the  objective  of  creating  a  private 
competitive  uranium  enrichment  industry. 

Cooperative  arrangements  authorized  by  Section  45a 
could  include  such  Government  cooperation  and  assurances 
as  enumerated  in  the  bill,  including  the  specific 
authority  provided  in  subsection  45a(5),  for  the  Govern- 
ment to  acquire  the  assets  or  interests  and  assume  the 
liabilities  (including  debt)  of  a  private  enrichment  firm 
in  the  event  ~  which  is  highly  unlikely  —  that  private 
industry  could  not  complete  a  plant  or  bring  it  into 
operation.   It  is  Intended  that  any  undertaking  by  the 
Government  under  subsection  45a(5)  to  acquire  assets  or 
interest  and  to  assume  liabilities  of  a  private  venture 
would  terminate  after  approximately  one  year  of  commercial 
operation  of  a  plant.   The  precise  period  would  be  defined 
during  the  negotiations  of  defined  agreements.   Any 
obligations  to  pay  off  debt  and  to  acquire  equity  interest 
would  be  limited  to  citizens  of  the  United  States. 

Subsection  b.  of  the  new  Section  45  would  provide 
for  review  by  the  Joint  Committee  on  Atomic  Energy  of 
the  basis  for  any  cooperative  arrangement ,  or  amendment 
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thereof 5  which  the  Administrator  proposes  to  undertake, 
including  the  basis  for  acquiring  assets  or  interests, 
or  assuming  liabilities  of  any  private  venture,  and  any 
plan  the  Administrator  may  have  for  modifying,  completing 
operating,  or  disposing  of  any  plant  built  under  a 
cooperative  agreement. 

Section  3  of  the  proposed  Nuclear  Fuel  Assurance 
Act  would  authorize  the  Administrator  of  ERDA  to  enter 
into  contracts,  pursuant  to  the  new  subsection  ^5a.  in 
an  amount  not  to  exceed  $8  billion,  as  may  be  provided 
in  appropriation  Acts.   This  amount  is  an  e3ti.--.te  of 
the  total  potential  cost  to  the  Government  in  tne 
unexpected  event  that  all  private  ventures  covered  by 
cooperative  arrangements  were  to  fail  and  it  was  then 
necessary  for  the  Government  to  assume  assets  and 
liabilities  of  the  ventures,  take  over  plants,  and 
compensate  domestic  investors.   It  is  not  expected  that 
any  of  these  funds  would  be  expended  for  the  assump 
tion  of  private  ventures,  but  the  authorization  is 
necessary  to  provide  assurance,  to  customers  and  sources 
of  debt  financing  for  private  producers,  of  the  Federal 
Government's  commitment  to  create  a  competitive  industry. 

Section  3  would  also  provide  that,  in  the  event  of 
Government  assumption  of  the  debts,  interests  and  lia 
bilities  of  a  private  venture >  the  Administrator  is 
authorized  to  secure  funds  through  the  Secretary  of 
the  Treasury  to  liquidate  contract  authority,  up  to 
the  levels  previously  provided  in  an  appropriations 
Act. 

Section  4  of  the  proposed  bill  would  authorize  the 
Administrator  of  ERDA  to  initiate  preliminary  engineering 
design  and  planning  for  expansion  of  a  Government-owned 
uranium  enrichment  facility  for  contingency  purposes. 


REMARKS  OF  THE  PRESIDENT  REGARDING  HIS 
COMPROMISE  ON  OIL  DECONTROL 


July  14,  1975 


The  President.  I  have  a  short  statement  T  would  like  to  read. 

To  reduce  our  growing  dependence  on  foreign  oil,  I  will  send  to  the 
Congress  a  compromise  plan  to  phase  out  remaining  Government  price 
controls  on  domestic  oil  by  January  1978. 

During  this  period  of  decontrol,  a  price  ceiling  will  be  placed  on  all 
domestically  produced  oil  to  insure  that  American  crude  oil  prices  can- 
not be  dictated  by  foreign  oil  producers. 

By  removing  Government  controls,  production  of  oil  here  at  home 
can  be  stimulated  and  energy  conserved.  Decontrol  and  the  import 
fees  I  imposed  earlier  will  reduce  our  dangerous  reliance  on  foreign  oil 
by  almost  900,000  barrels  a  day  in  just  over  two  years. 

There  is  no  cost-free  way  to  reduce  our  dependence  on  increasingly 
expensive  foreign  oil.  Gradual  decontrol  will  result  in  a  price  increase 
on  all  petroleum  products  less  than  one  and  one-half  cents  per  gallon 
by  the  end  of  this  year,  and  7  cents  by  1978. 

This  is  a  small  price  to  pay  for  our  national  independence  from  the 
costly  whims  of  foreign  suppliers. 

It'  the  Congress  acts  on  this  compromise  on  my  proposed  energy 
taxes,  including  the  tax  on  excessive  profits  of  oil  companies,  and  on  my 
proposed  refunds  to  the  American  consumer  to  make  up  for  higher 
energy  costs,  then  the  burden  of  decontrol  will  be  shared  fairly,  our 
economic  recovery  will  continue  and  we  will  be  able  to  protect  Ameri- 
can jobs. 

The  problem  is  60  percent  of  all  domestic  production  is  still  price 
controlled  at  about  $5.25  per  barrel.  This  price  discourages  the  use  of 
new  and  more  expensive  production  techniques.  It  encourages  waste- 
ful use  of  the  limited  domestic  resource. 

But.  the  powers  that  1  possess  under  the  current  law  to  phase  out 
controls  are  limited.  Either  the  Senate  or  the  House  of  Representatives 
can  prevent  gradual  decontrol  from  going  into  effect. 

This  morning,  L  held  a  meeting  on  this  subject  with  the  Democratic 
and  Republican  leaders  of  the  House  and  the  Senate.  It  was  recognized 
that  this  is  a  very  complicated  matter.  There  seems  now  to  be  an  agree- 
ment that  the  Nation  must  have  both  a  short-range  and  long-range 
solution  to  energy  problems,  and  as  anyone  knows  who  has  seriously 
studied  the  matter  and  who  is  honest  with  himself,  there  is  no  option 
or  alternative  available  that  is  free. 
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I  would  hope  the  Congress  would  give  this  important  matter  the 
very  serious  consideration  that  it  deserves  and  not  take  hasty  action. 

I  will  continue  to  urge  the  Congress  to  accept  this  reasonable  com- 
promise. If  it  does  not,  one  alternative  to  insure  continued  progress 
toward  energy  independence  would  be  to  veto  an  extension  of  the  pres- 
ent oil  price  control  law,  which  will  expire  in  August. 

But,  the  plan  I  prefer  will  gradually  lift  price  restrictions  on  con- 
trolled oil  and  place  a  ceiling  on  all  domestic  rude  oil  prices. 

We  still  have  the  choice  of  acting  in  our  own  best  energy  interests 
instead  of  reacting  to  decisions  made  by  foreign  countries.  We  must 
start  thinking  of  the  energy  crisis  in  terms  of  American  jobs,  homes, 
food  and  financial  security. 

Our  economic  well  being  and  our  national  security  depend  upon 
American  control  of  the  American  economy.  We  cannot  jeopardize  our 
country's  future  by  ducking  the  tough  energy  choices  today.  We  must 
pay  whatever  the  price  is  that  is  necessary  to  give  us  command  of  our 
own  economic  destiny. 

Thank  you  very  much. 

Question.  Mr.  President,  did  you  run  into  any  opposition  at  the 
meeting  this  morning? 

The  President.  We  had  a  minimum  of  opposition.  We  had  a  greater 
understanding  of  the  complexity  of  this  problem.  It  was  a  very  bene- 
ficial meeting  in  that  there  was  this  understanding  and  recognition 
that  the  energy  problem  had  to  be  faced  very  squarely  if  we  were  to 
solve  the  problem  of  American  independence  and  to  get  our  own  house 
in  order  so  that  we  could  protect  ourselves  from  the  vulnerability  of 
foreign  producers. 

Thank  you  very  much. 

The  Press.  Thank  you,  Mr.  President. 
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Office  of  the  White  House  Press  Secretary 

THE  WHITE  HOUSE 
FACT  SHEET 

The  President's  Compromise  Oil  Decontrol  Plan 

THE  PRESIDENT'S  ANNOUNCEMENT 

The  President  today  announced  administrative  actions  to 
gradually  decontrol  the  price  of  old  oil  (oil  now  under 
federal  price  controls)  over  a  30-month  period.   In  addition 
the  President  announced  for  the  same  period  a  ceiling  on 
the  price  of  all  uncontrolled  domestic  oil  (other  than  from 
wells  which  produce  less  than  10  barrels  per  day  which  are 
currently  exempted  from  controls)  equal  to  the  price  of 
uncontrolled  domestic  crude  oil  in  January,  1975,  plus  two 
dollars  a  barrel  to  account  for  the  import  fees  already  in 
place.   This  will  be  approximately  $13.50. 

The  President  also  called  for  enactment  of  energy  taxes 
including  a  windfall  profits  tax  (with  appropriate  plow- 
back  provisions)  and  extension  of  the  Emergency  Petroleum 
Allocation  Act  to  Implement  the  decontrol  plan.   These 
actions  will  result  In  substantial  energy  savings,  provide 
an  incentive  for  expanding  domestic  production,  and  ulti- 
mately remove  a  complex  and  counter-productive  set  of 
regulations . 

Under  the  President's  plan  imports  will  be  reduced  and 
prices  will  increase  gradually,  but  consumers  will  receive 
energy  tax  rebates.   Phased  decontrol  will  thus  not  impede 
economic  recovery. 

BACKGROUND 

The  price  of  old  oil  is  currently  controlled  at  an 
average  of  about  $5.25  per  barrel,  while  the  average 
price  of  new  domestic  oil  is  now  uncontrolled  and  is 
about  $13.00. 

Controlled  oil  currently  represents  about  60  percent 
of  domestic  oil  production.   New,  released,  and 
stripper  well  oil  account  for  the  remainder. 

Domestic  oil  production  has  been  declining  since  1970 
(it  is  down  11Z  since  early  1973)  and  is  now  about 
8.*J  million  barrels  per  day  (MMB/D)  ,  a  decline  of 
more  than  500,000  barrels  per  day  from  last  year 
(see  chart  1) . 

Imports  are  predicted  to  average  about  6.5  million 
B/D ,  but  are  expected  to  rise  to  up  to  7  MMB/D  by 
the  end  of  this  year,  which  is  about  ^0%   of  domestic 
consumption. 

Imports  are  expected  to  grow  to  an  average  of  more 
than  7-5  MMB/D  in  1977,  if  no  action  is  taken  to  reduce 
demand  or  increase  supply.   The  added  imports  in  the 
next  two  years  are  expected  to  come  mainly  from  Arab 
nations  and  could  double  our  vulnerability  to  an 
embargo  (see  chart  2). 
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The  Emergency  Petroleum  Allocation  Act  of  1973,  which 
requires  the  control  of  prices  and  distribution  of  oil 
expires  on  Augu.it  31,  1975. 

None  of  the  measures  requested  by  the  President  almost 
6  months  ago  in  his  State  of  the  Union  Address  has  been 
enacted  by  the  Congress. 

The  President  originally  proposed  in  his  State  of  the 
Union  Address  immediate  and  total  decontrol  in  April, 
1975.   In  response  to  concerns  expressed  by  some 
Members  of  Congress,  on  April  30,  1975,  the  President 
directed  FEA  to  develop  a  25-month  compromise  decontrol 
plan.   The  Federal  Energy  Administration  held  public 
hearings  on  this  proposal  in  May. 

Under  provisions  of  the  Emergency  Petroleum  Allocation 
Act,  either  house  of  Congress  has  five  working  days  in 
which  to  disapprove  a  decontrol  plan  by  majority  vote. 

OBJECTIVES  OF  THE  PLAN 

Tne  plan  announced  by  the  President  is  designed  to  meet  the 
following  objectives: 

Achieve  a  major  reduction  in  imports  by  providing  an 
incentive  to  increase  domestic  production  and  by  cutting 
demand  through  increased  conservation. 

Reduce  the  power  of  foreign  oil  cartels  to  control  the 
prices  Americans  pay  for  energy. 

Provide  a  compromise  decontrol  plan  acceptable  to  the 
Congress . 

Remove  over  a  2-1/2  year  period  the  complex,  counter- 
productive, and  administratively  burdensome  government 
regulations . 

Eliminate  excessive  oil  company  profits  and  minimize 
consumer  and  economic  impact  by  rebating  energy  taxes. 

PRINCIPAL.  ELEMENTS  OF  THE  PLAN 

Today's  proposal  by  the  President  would  gradually  remove  price 
controls  from  all  currently  controlled  oil  over  a  30-month 
period  beginning  August  1  of  this  year  and  ending  in  January 
1978.   Each  month  the  amount  of  oil  under  controls  is  decreased 
by  an  additional  3-3%  of  a  decontrol  base  production  level 
(whicn  is  the  average  monthly  production  of  old  oil  during 
April,  May  and  June  of  this  year). 

The  30-month  ceiling  on  prices  for  domestic  crude  oil  proposed 
by  the  President  would  be  equal  to  the  highest  price  charged 
for  a  particular  uncontrolled  domestic  crude  oil  in  the  month 
of  January  1975,  plus  $2.00  per  barrel  —  the  current  import 
fee  —  for  a  total  of  approximately  $13-50  per  barrel. 

Prices  of  domestic  oil  produced  from  stripper  wells  —  wells 
prouucing  less  than  10  barrels  per  day  —  are  not  now  con- 
trolled nor  would  they  be  under  the  President's  proposal. 
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The  President  also  announced  that  along  with  the  decontrol 
plan,  he  would  urge  the  Congress  to  er.act  his  proposed 
energy  taxes  Including  a  windfall  proiits  tax  with  appro- 
priate plowback  provisions  and  to  extend  the  Allocation 
Act  with  appropriate  modifications  to  cover  this  30-month 
decontrol  period. 


IMPACT  OF  THE  PLAN 

On  Prices : 

The  President's  phased  decontrol  plan  will  increase  the 
average  petroleum  product  price  (such  as  gasoline)  by 
a  cumulative  amount  of  approximately : 


End  of 

1975 

U/gal. 

1976 

H/gal. 

1977 

7*/gal.  (Total) 

Import  Savings : 

(barrels 

per  day ) 

End  of 

Phased  decontrol 

Phased  decontrol 
and  existing  $2 
import  fee 

1975 

25,000 

175,000 

1977 

300,000 

900,000 
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MESSAGE  TO  THE  HOUSE  OF  REPRESENTATIVES  UPON 
VETOING  H.R.  4035 


July  21,  1975 


To  the  House  oj  Representatives: 

I  am  returning  without  my  approval  H.R.  4035,  the  Petroleum 
Price  Review  Act,  because  it  would  increase  petroleum  consumption, 
cut  domestic  production,  increase  reliance  on  insecure  petroleum 
imports  and  avoid  the  issue  of  phasing  out  unwieldy  price  controls. 

H.R.  4035  would  go  counter  to  the  Nation's  need  to  conserve  energy 
and  reduce  dependence  on  imported  oil.  It  would  increase  petroleum 
imports  by  about  350,000  barrels  per  day  in  1977,  compared  to  import 
levels  under  my  phased  decontrol  plan.  It  would  even  increase  imports 
by  about  70,000  barrels  per  day  over  continuation  of  the  current  sys- 
tem of  mandatory  controls  through  1977. 

The  provisions  in  this  bill  to  roll  back  the  price  of  domestic  oil  not 
now  controlled,  to  repeal  the  "stripper  well"  exemption  from  price 
controls  and  to  establish  a  three-tier  price  system  which  would  require 
even  more  complex  regulations  would  be  counterproductive  to  the 
achievement  of  energy  independence. 

The  bill  does  contain  an  Administration  requested  provision  which 
would  continue  the  coal  conversion  program  through  December  31st. 
Since  coal  conversion  authorities  authorized  last  year  in  the  Energy 
Supply  and  Environmental  Coordination  Act  expired  June  30th,  I 
urge  rapid  enactment  of  a  simple  one  year  extension  of  these  authorities. 

Last  Wednesday,  July  16,  I  submitted  to  Congress  a  compromise 
plan  to  phase  out  price  controls  on  crude  oil  over  a  thirty-month 
period.  Coupled  with  administratively  imposed  import  fees,  this  plan 
will  reduce  the  Nation's  imports  by  900,000  barrels  per  day  by  1977. 
It  will  reduce  our  vulnerability  to  another  embargo  by  adding  slightly 
over  one  cent  per  gallon  to  the  price  of  all  petroleum  products  by  the 
end  of  1975  and  seven  cents  by  1978. 

If  Congress  acts  on  this  compromise  and  on  other  Administration 
proposed  energy  taxes,  including  the  "windfall  profits"  tax  and  energy 
tax  rebates  to  consumers,  the  burden  of  decontrol  will  be  shared  fairly, 
and  our  economic  recovery  will  continue. 

I  veto  H.R.  4035,  because  it  increases  our  vulnerability  to  unreliable 
sources  of  crude  oil  and  does  not  deal  with  the  need  to  phase-out  rigid 
price  and  allocation  controls  enacted  during  the  embargo.  I  urge 
Congress  not  to  disapprove  my  administrative  plan  of  gradual  decon- 
trol. If  it  is  accepted,  I  will  accept  a  simple  extension  of  price  and 
allocation  authorities.  If  decontrol  is  not  accepted,  I  will  have  no 
choice  but  to  veto  the  simple  six-month  extension  of  these  authorities 
now  being  considered  by  Congress. 

For  too  long,  the  Nation  has  been  without  an  energy  policy,  and  I 
:  cannot  approve  a  drift  into  greater  energy  dependence. 

Gerald  R.  Ford. 

The  White  House,  July  21,  1975. 

(329) 


VETO  OF  LEGISLATION  EXTENDING  OIL  PRICE 

CONTROL 


September  9,  1975 


To  the  Senate  of  the  United  States: 

I  am  today  vetoing  S.  1849,  which  would  extend  price  controls  on 
domestic  oil  another  six  months.  I  am  taking  this  action  because: 

1.  An  extension  of  price  controls  would  increase  our  dangerous 
and  growing  dependence  on  imported  oil. 

2.  It  would  increase  the  export  of  jobs  and  dollars  from  our 
economy. 

3.  It  would  jeopardize  our  future  economic  stability  and 
national  security. 

4.  It  would  retard  conservation  of  energy. 

5.  It  would  postpone  the  badly  needed  development  and 
production  of  new  domestic  energy. 

6.  It  would  negate  the  possibility  of  long-range  compromise 
on  this  problem  because  of  expected  Congressional  reluctance  to 
tackle  the  issue  of  higher  oil  prices  in  an  election  year. 

Since  1971,  America's  bill  for  imported  oil  has  climbed  from  just 
over  $3  billion  annually  to  $25  billion  today — a  700  percent  increase. 
This  $25  billion  could  provide  more  than  one  million  jobs  for  Ameri- 
cans here  at  home.  We  cannot  delay  longer. 

Last  January  in  my  State  of  the  Union  Message,  I  proposed  to  the 
Congress  a  comprehensive  energy  program  to  make  the  United  States 
independent  of  foreign  oil  by  1985. 

The  need  for  such  a  program  grows  with  each  passing  day.  Right 
now,  the  United  States  is  dependent  on  foreign  oil  for  almost  40 
percent  of  its  current  needs.  If  we  do  not  act  quickly  to  reverse  this 
trend,  within  10  years,  we  will  import  more  than  half  of  the  oil  we 
need  at  whatever  price  is  demanded  by  foreign  producers  who  can 
cut  off  our  supply  any  time  they  want  to. 

The  more  foreign  oil  we  import,  the  more  dollars  and  the  more 
jobs  we  lose  from  our  economy.  And  as  American  jobs  and  dollars 
flow  out  of  the  country,  so  does  our  economic  and  national  security. 

The  1973  embargo  cost  us  more  than  $15  billion  in  Gross  National 
Product  and  threw  hundreds  of  thousands  of  persons  out  of  work.  It 
dramatically  showed  our  vulnerability.  Another  disruption  would  be 
even  more  costly  in  dollars  and  jobs — and  could  throw  us  into  a  new 
recession. 

The  detailed  legislative  program  I  sent  to  the  Congress  last  winter 
involved  tough  measures  to  put  us  immediately  on  the  road  to  energy 
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independence.  It  would  have  conserved  the  energy  we  now  have  and 
accelerated  development  and  production  of  more  energy  here  at  home. 

Because  this  program  would  have  increased  energy  prices  somewhat 
until  new  domestic  supplies  were  developed,  I  also  proposed  tax  legis- 
lation to  prevent  undue  profit-taking  by  oil  companies  and  to  return 
energy  tax  dollars  to  American  consumers  to  offset  the  slightly  higher 
prices  they  would  pay. 

Since  I  could  not  gamble  with  our  Nation's  security  while  waiting 
for  the  Congress  to  act  on  my  comprehensive  program,  I  raised  the 
import  fees  on  each  barrel  of  foreign  crude  oil  in  February  as  an  in- 
terim measure  to  reduce  imports. 

The  Congress  still  has  not  acted.  Throughout  these  months,  I  have 
compromised  again  and  again  and  again  to  accommodate  Congres- 
sional requests. 

I  delayed  putting  the  second  dollar  fee  on  imported  oil  for  90  days, 
finally  imposing  it  June  1.  I  delayed  the  third  dollar  indefinitely.  Still, 
the  country  has  seen  no  Congressional  action. 

In  my  State  of  the  Union  Message  last  January,  I  announced  a 
decision  to  remove  the  ceiling  on  price-controlled  domestic  oil  April  1 , 
permitting  it  to  rise  from  $5.25  per  barrel  to  the  free  market  price. 
This  action  would  have  immediately  stimulated  production  and  de- 
velopment of  needed  additional  energy  supplies  and  also  encouraged 
conservation.  At  the  request  of  Congressional  leaders,  I  postponed 
such  action  to  give  them  time  to  work  out  a  different  solution. 

After  nearly  six  months  without  Congressional  passage  of  a  decontrol 
bill  or  any  other  positive  legislation,  I  proposed  in  early  July  a  com- 
promise 30-month  phased  oil  decontrol  plan.  This  program  represented 
an  effort  to  meet  the  concerns  raised  by  many  members  of  Congress 
and  showed  the  Administration's  willingness  to  compromise.  The 
House  of  Representatives  rejected  this  plan. 

I  made  another  effort  to  reach  a  solution  before  the  August  Con- 
gressional recess  by  submitting  another  decontrol  plan,  which  would 
have  gradually  phased  out  price  controls  over  a  39-month  period  and 
put  a  price  ceiling  on  all  domestic  oil. 

I  believe  this  decontrol  plan  went  more  than  halfway  to  meet  con- 
cerns raised  by  the  Congress.  Although  it  would  achieve  energy  ob- 
jectives more  slowly  than  warranted,  I  offered  it  in  the  spirit  of  com- 
promise, because  action  was  desperately  needed. 

Instead,  the  House  also  rejected  this  compromise  attempt  and  Con- 
gress passed  this  bill  which  would  simply  extend  the  pricing  and  alloca- 
tion authorities  for  another  six  months.  This  proposed  action  would 
only  insure  the  continued  growth  of  our  dependence  on  foreign  oil. 

I  cannot  approve  six  more  months  of  delay — delay  which  would  cost 
needed  jobs  and  dollars  and  compound  our  energy  and  economic 
problems. 

From  my  experience  in  the  Congress,  I  am  well  aware  that  it  will  be 
easier  to  pass  the  tough  legislation  needed  to  begin  solving  the  energy 
problem  this  year  rather  than  during  the  1976  election  year.  The  six- 
month  price  controls  extension  contained  in  the  bill  I  am  vetoing  would 
postpone  possible  action  until  at  least  the  Spring  of  1976  and  in  all 
likelihood  would  mean  an  indefinite  delay  in  our  efforts  to  begin  solving 
this  problem. 


333 

Despite  last  minute  attempts  made  in  good  faith  by  the  Democratic 
and  Republican  leadership,  their  effort  to  achieve  a  compromise  in 
the  Congress  has  failed.  It  is  clear  that  too  many  Members  of  the 
Congress  have  not  come  to  grips  with  the  decontrol  issue — much 
less  the  overall  energy  problem. 

We  must  have  a  national  energy  program  before  we  have  a  national 
energy  emergency.  Our  time  to  act  instead  of  react  grows  shorter 
with  each  day  and  with  each  delay. 

Without  price  controls  on  domestic  oil,  we  can  reduce  dependence 
upon  imported  oil  by  reducing  domestic  consumption  by  more  than 
700,000  barrels  per  day  within  two  years.  We  can  reduce  dependence 
in  the  long  run  by  increasing  domestic  production  by  nearly  one  and 
one-half  million  barrels  per  day  by  1985.  By  continuing  controls, 
imports  will  increase  because  of  a  lack  of  incentives  to  spur  domestic 
production  and  the  energy  problem  will  get  worse  and  worse. 

If  my  veto  is  sustained,  I  still  will  accept  a  45-day  extension  of 
price  controls  to  provide  time  to  work  with  the  Congressional  leaders 
who  have  assured  me  that  they  will  seek  an  acceptable  compromise 
during  this  period.  If  this  further  compromise  fails,  however,  I  will 
take  the  following  actions  to  insure  an  orderly  transition  from  govern- 
ment controls  to  the  free  market: 

I  will  remove  the  previously  imposed  $2  per  barrel  import 
fees  on  crude  oil  and  a  60  cents  fee  on  petroleum  products. 

I  will  again  press  the  Congress  to  enact  a  windfall  profits  tax 
with  plow  back  provisions  and  to  return  the  money  collected 
to  the  American  consumer. 

I  will  propose  legislation  to  provide  a  gradual  transition  from 
price  controls  for.  small  and  independent  refiners. 

I  will  propose  legislation  to  provide  authority  to  allocate 
liquefied  petroleum  gases,  such  as  propane,  to  supply  these 
important  fuels  at  reasonable  prices  to  farmers,  rural  households 
and  curtailed  natural  gas  users. 

I  will  seek  authority  to  provide  retail  service  station  dealers 

legal   remedies   to   protect   their  interests   against   unwarranted 

actions  by  the  major  oil  companies. 

Since  January,  I  have  gone  more  than  halfway  in  order  to  reach  a 

responsible   compromise.    Obviously,    we   have   talked    and   delayed 

long  enough.  We  must  act  now  to  protect  not  only  ourselves,  but 

future  generations  of  Americans.  I  urge  Members  of  the  Senate  and 

the  House  to  sustain  my  veto  and  get  on  with  the  job  of  meeting  this 

problem  head-on. 

The  continued  failure  of  Members  of  the  Congress  to  enact  a 
national  energy  program  puts  us  increasingly  at  the  mercy  of  foreign 
oil  producers  and  will  certainly  result  in  Americans  paying  substan- 
tially  higher   prices   for   their   fuel. 

Gerald  R.  Ford. 
The  White  House,  September  9,  1975. 


REMARKS  UPON  SIGNING  THE  EMERGENCY 
PETROLEUM  ALLOCATION  ACT 


September  29,  1975 


I  am  today  signing  H.R.  9524,  a  bill  extending  until  November  15 
the  Emergency  Petroleum  Allocation  Act,  which  expired  on  August  31. 

This  extension  of  controls  on  domestic  petroleum  for  47  days  carries 
out  my  part  of  an  understanding  with  the  leaders  of  the  House  and 
Senate  and  will  provide  more  time  for  the  Congress  to  act  on  a  sound 
and  mutually  acceptable  plan  for  phased  decontrol  or,  alternatively, 
to  pass  the  emergency  legislation  necessary  to  cushion  the  effect  of 
immediate  decontrol  on  certain  elements  of  our  domestic  economy. 

Last  week's  decision  by  the  OPEC  foreign  oil  cartel  to  raise  their 
prices  to  American  consumers  by  10  percent  provides  beyond  any 
further  argument  the  urgent  need  for  the  United  States  to  reduce  its 
growing  dependence  on  imported  fuel  at  prices  arbitrarily  set  by 
others. 

Since  my  State  of  the  Union  Message  last  January,  I  have  been 
constantly  urging  the  Congress  to  move  rapidly  on  a  comprehensive 
energy  independence  program  for  this  country's  future  security  and 
prosperity.  I  have  offered  to  compromise  again  and  again. 

A  majority  of  the  Members  of  this  Congress  thus  far  have  refused 
to  do  anything  that  will  increase  domestic  energy  production.  Price 
controls  on  domestic  oil  production  have  been  in  effect  for  4  years. 
During  that  time,  our  domestic  oil  production  has  declined  and  our 
expenditures  for  foreign  oil  have  increased  more  than  700  percent. 

We  are  now  sending  more  than  $25  billion  a  year  out  of  the  United 
States  to  import  foreign  oil,  enrich  foreign  producers,  and  provide 
foreign  jobs.  This  dollar  outflow  will  grow  larger  and  larger  under  the 
latest  OPEC  price  hike. 

If  spent  at  home,  $25  billion  would  employ  one  million  American 
workers  and  speed  our  economic  growth.  Letting  the  OPEC  oil  cartel 
dictate  America's  economic  growth  is  absurd.  Yet  a  majority  in  the 
Congress  does  nothing  to  reverse  our  growing  oil  dependence  and  in- 
creasing vulnerability  to  this  obvious  threat. 

When  the  price  of  gasoline  goes  up  at  the  service  station,  I  want  the 
American  people  to  know  exactly  where  the  blame  lies.  Until  Congress 
acts,  there  is  nothing  this  country  can  do  about  arbitrary  OPEC  oil 
price  hikes,  and  there  may  still  be  another  fuel  price  increase  next  June. 

The  rhetoric  of  those  in  the  Congress  who  are  delaying  action  on 
long-range  energy  independence  asserts  that  they  are  trying  to  hold 
fuel  prices  down  to  protect  the  American  consumer.  This  is  nonsense. 
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Obviously,  the  Congress  cannot  hold  OPEC  oil  prices  down. 
They  are  going  up.  And  we  are  already  dependent  on  foreign  oil 
for  about  40  percent  of  our  total  needs  in  the  United  States.  The 
only  way  Congress  can  really  protect  the  American  consumer  is  to 
enact  a  long-range  energy  program  that  encourages  Americans  to 
produce  our  own  energy  with  our  own  workers  from  our  own  resources 
and  at  our  own  prices. 

By  going  along  with  this  temporary  extension  of  our  expired 
controls  law,  I  am  giving  Congress  another  47  days  to  take  its  first 
significant  step  in  solving  our  energy  problem.  The  Congress  has 
two  immediate  choices:  first,  to  enact  a  mutually  acceptable  plan 
for  phased  decontrol  of  domestic  price  controls  on  crude  oil:  or. 
two,  to  pass  the  cushioning  legislation  I  have  recommended. 

I  propose  to  protect  propane  gas  users,  including  farmers  and 
millions  of  people  who  live  in  rural  areas  and  in  mobile  homes.  I 
propose  to  protect  independent  retail  service  station  and  heating 
oil  dealers  from  arbitrary  curtailment  and  cutoffs.  I  propose  to 
protect  independent  refiners  from  loss  of  their  supplies  of  crude  oil  at 
reasonable  prices.  And  I  propose  to  protect  all  consumers  from  undue 
loss  of  purchasing  power  through  a  windfall  profits  tax  on  domestic 
oil  companies  with  a  consumer  refund  provision. 

If  your  Congressmen  and  Senators  cannot  take  one  or  the  other 
of  these  commonsense  courses  before  November  15,  then  a  majority 
in  the  Congress  will  have  failed  their  responsibility  to  the  American 
people. 

I  am  serving  notice  as  I  sign  this  temporary  extension  that  a 
majority  in   the   Congress   have   already  temporized   far   too  long. 

If  the  latest  OPEC  price  increase  hasn't  awakened  them  to  the 
peril  our  country  faces,  only  an  aroused  citizenry  will.  Congress 
must  face  up  the  the  hard,  tough  decisions  which  will  restore  America's 
energy  independence,  reinvigorate  America's  economy,  and  save 
American  jobs  before  it  is  too  late.  They  have  failed  thus  far.  I  stand 
ready  to  cooperate  fully  to  make  this  long  overdue  start  in  the  right 
direction. 

Thank  you  very  much. 

Gerald  R.  Ford. 

The  White  House,  September  29,  1975. 


STATEMENT  ON  SIGNING  THE  ENERGY  POLICY  AND 
CONSERVATION  ACT 


December  22,  1975 


For  nearly  a  year  the  American  people  and  many  of  our  friends 
abroad  have  been  waiting  to  see  whether  the  executive  and  legislative 
branches  of  our  Government  could  reach  agreement  on  the  basic 
framework  of  a  national  energy  policy.  It  has  long  been  apparent 
that  further  delays  and  indecision  would  only  prolong  our  Nation's 
vulnerability  to  foreign  energy  producers.  Since  the  oil  embargo  of 
1973,  we  have  in  fact  become  more  dependent  upon  foreign  oil,  and 
our  total  payments  to  foreign  producers  have  continued  to  increase 
at  an  intolerable  rate. 

The  single  most  important  energy  objective  for  the  United  States 
today  is  to  resolve  our  internal  differences  and  put  ourselves  on  the 
road  toward  energy  independence.  It  is  in  that  spirit  that  I  have 
decided  to  sign  the  Energy  Policy  and  Conservation  Act. 

This  legislation  is  by  no  means  perfect.  It  does  not  provide  all  the 
essential  measures  that  the  Nation  needs  to  achieve  energy  independ- 
ence as  quickly  as  I  would  like.  However,  after  balancing  the  inade- 
quacies and  the  merits,  I  have  concluded  that  this  bill  is  in  the  national 
interest  and  should  be  enacted  into  law.  There  are  three  factors  that 
I  have  found  persuasive  in  reaching  this  decision. 

First,  this  bill  will  enable  the  United  States  to  meet  a  substantial 
portion  of  the  midterm  goals  for  energy  independence  that  I  set  forth, 
in  my  first  State  of  the  Union  Address.  Among  the  measures  I  re- 
quested in  January  which  are  provided  in  this  legislation  are  author- 
ities for  a  strategic  storage  system,  conversion  of  oil  and  gas  fired 
utility  and  industrial  plants  to  coal,  energy  efficiency  labeling,  emer- 
gency authorities  for  use  in  case  of  another  embargo,  and  the  author- 
ities we  need  to  fulfill  our  international  agreements  with  other  oil 
consuming  countries. 

Second,  the  pricing  provisions  of  this  legislation,  properly  imple- 
mented, will  permit  the  gradual  phasing  out  of  controls  on  domestic 
oil.  The  bill  seeks  to  lower  retail  prices  in  the  short  term  and  runs 
the  risk  of  creating  a  false  impression  that  we  can  have  all  the  energy 
we  want  at  cheaper  prices.  But,  over  time,  this  legislation  removes 
controls  and  should  give  industry  sufficient  incentive  to  explore, 
develop,  and  produce  new  fields  in  the  Outer  Continental  Shelf, 
Alaska,  and  potential  new  reserves  in  the  lower  48  States.  I  fully 
intend  to  use  the  flexibility  which  is  granted  to  me  by  this  legislation 
to  expedite  the  decontrol  of  crude  oil  in  order  to  increase  domestic 
production.  I  do  not  expect  the  Congress  to  stand  in  the  way  of  such 
actions. 
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I  know  there  are  some  who  fear  that  this  legislation  could  mean  that 
the  energy  industry  will  be  subjected  indefinitely  to  governmental 
controls  which  would  create  further  distortions  and  inefficiencies.  As 
one  who  believes  that  minimizing  governmental  interference  in  the 
marketplace  is  essential  to  a  strong  economy  and  more  jobs,  I  share 
those  concerns.  Accordingly,  I  pledge  that  I  will  work  to  ensure  that 
by  the  end  of  40  months,  governmental  controls  over  domestic  oil 
prices  will  be  fully  phased  out.  We  will  begin  immediately,  as  author- 
ized by  the  legislation,  to  remove  all  current  price  and  allocation 
regulations  except  those  on  crude  oil  prices. 

Third,  I  am  also  persuaded  that  this  legislation  represents  the  most 
constructive  bill  we  are  likely  to  work  out  at  this  time.  If  I  were  to  veto 
this  bill,  the  debates  of  the  past  year  would  almost  surely  continue 
through  the  election  year  and  beyond.  The  temptation  to  politicize 
the  debate  would  be  powerful,  and  the  Nation  could  become  further 
divided.  The  most  responsible  action  now  is  to  set  the  best  course  we 
can  and  stick  to  it. 

On  balance,  therefore,  I  find  that  this  legislation  is  constructive  and 
puts  into  place  the  first  elements  of  a  comprehensive  national  energy 
policy.  It  permits  me  to  remove  the  $2  per  barrel  oil  import  fee.  ft 
provides  a  foundation  upon  which  we  can  build  together  toward  our 
goal  of  energy  independence. 

Now  we  should  move  forward  to  complete  the  legislative  tasks  I  set 
before  the  Nation  last  January.  Specifically,  we  still  need  natural  gas 
legislation  to  deal  with  immediate  shortages  and  to  increase  our  supply 
of  natural  gas  over  the  long  run.  The  only  solution  is  to  deregulate  the 

f>rice  of  new  natural  gas.  The  Senate  has  acted  favorably  on  such 
egislation.  I  urge  the  House  to  act  expeditiously  so  that,  by  the  end  of 
January,  deregulation  of  the  price  of  new  natural  gas  will  have  become 
law.  But  this  isn't  the  only  new  legislation  we  need.  For  example,  our 
Nation  needs  prompt  Congressional  action  to  permit  production  of  oil 
from  the  Naval  Petroleum  Reserves,  to  ensure  greater  energy  efficiency 
in  our  homes  and  buildings,  to  stimulate  the  commercial  development 
of  synthetic  fuels,  and  to  permit  greater  use  of  nuclear  power  for 
generating  electricity.  I  will  continue  to  press  in  1976,  as  I  have  done  in 
1975,  to  see  that  all  these  programs  and  other  elements  of  my  com- 
prehensive energy  programs  are  enacted.  Having  now  built  a 
foundation,  we  must  maintain  our  determination  to  achieve  energy 
independence. 

Gerald  R.  Ford. 
The  White  House,  December  22,  1975. 


MESSAGE  TO  THE  CONGRESS  PROPOSING  ENACTMENT 
OF  LEGISLATION  TO  PROVIDE  FOR  ENERGY  NEEDS 


February  26,  1976 


To  the  Congress  of  the  United  States: 

A  little  over  2  years  ago,  the  Arab  embargo  proved  that  our  Nation 
had  become  excessively  dependent  upon  others  for  our  oil  supplies. 
We  now  realize  how  critical  energy  is  to  the  defense  of  our  country, 
to  the  strength  of  our  economy,  and  to  the  quality  of  our  lives. 

We  must  reduce  our  vulnerability  to  the  economic  disruption  which 
a  few  foreign  countries  can  cause  by  cutting  off  our  energy  supplies  or 
by  arbitrarily  raising  prices.  We  must  regain  our  energy  independence. 
During  the  past  year,  we  have  made  some  progress  toward  achieving 
our  energy  independence  goals,  but  the  fact  remains  that  we  have  a 
long  way  to  go.  However,  we  cannot  take  the  steps  required  to  solve 
our  energy  problems  until  the  Congress  provides  the  necessary  addi- 
tional authority  that  I  have  requested.  If  we  do  not  take  these  steps, 
our  vulnerability  will  increase  dramatically. 

In  my  first  State  of  the  Union  Address  last  year,  I  pointed  out  that 
our  vulnerability  would  continue  to  grow  unless  a  comprehensive 
energy  policy  and  program  were  implemented.  I  outlined  these  goals 
for  regaining  our  energy  independence: 

First,  to  halt  our  growing  dependence  on  imported  oil  during 
the  next  few  critical  years. 

Second,  to  attain  energy  independence  by  1985  by  achieving 
invulnerability  to  disruptions  caused  by  oil  import  embargoes. 
Specifically,  we  must  reduce  oil  imports  to  between  3  and  5  million 
barrels  a  day,  with  an  accompanying  ability  to  offset  any  future 
embargo  with  stored  petroleum  reserves  and  emergency  standby 
measures. 

Third,  to  mobilize  our  technology  and  resources  to  supply  a 
significant  share  of  the  free  world's  energy  needs  beyond  1985. 
In  pursuing  these  goals,  we  have  sought  to  provide  energy  at  the 
lowest  cost  consistent  with  our  need  for  adequate  and  secure  supplies. 
We  should  rely  upon  the  private  sector  and  market  forces  since  it  is 
the  most  efficient  means  of  achieving  these  goals.  We  must  also  achieve 
a  balance  between  our  environmental  and  energy  objectives. 

These  goals  were  reasonable  and  sound  a  year  ago  and  they  remain 
so  today. 

Since  January  of  1975,  this  Administration  has  initiated  the  most 
comprehensive  set  of  energy  programs  possible  under  current  author- 
ity. This  includes  actions  to  conserve  energy,  to  increase  the  produc- 
tion of  domestic  energy  resources,  and  to  develop  technology  necessary 
to  produce  energy  from  newer  sources. 
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During  this  time  I  have  also  placed  before  the  Congress  a  major  set 
of  legislative  proposals  that  would  provide  the  additional  authority 
that  is  needed  to  achieve  our  energy  independence  goals. 

Thus  far,  the  Congress  has  completed  action  on  only  one  major 
piece  of  energy  legislation — the  Energy  Policy  and  Conservation 
Act — which  I  signed  into  law  on  December  22,  1975.  That  law  includes 
four  of  the  original  proposals  I  submitted  to  the  Congress  over  a  year 
ago.  Eighteen  other  major  legislative  proposals  still  await  final  action 
by  the  Congress. 

Natural  Gas 

The  need  for  Congressional  action  is  most  critical  in  the  area  of 
natural  gas.  We  must  reverse  the  decline  in  natural  gas  production 
and  deal  effectively  with  the  growing  shortages  that  face  us  each 
winter. 

Deregulating  the  price  of  new  natural  gas  remains  the  most  impor- 
tant action  that  can  be  taken  by  the  Congress  to  improve  our  future 
gas  supply  situation.  If  the  price  of  natural  gas  remains  under  current 
regulation,  total  domestic  production  will  decline  to  less  than  18  tril- 
lion cubic  feet  in  1985.  However  if  deregulation  is  enacted,  production 
would  be  about  25  percent  higher  by  1985.  Natural  gas  shortages 
mean  higher  costs  for  consumers  who  are  forced  to  switch  to  more 
expensive  alternative  fuels  and  means,  inevitably,  an  increasing  de- 
pendence on  imported  oil.  Curtailment  of  natural  gas  to  industrial 
users  in  the  winters  ahead  means  more  unemployment  and  further 
economic  hardships. 

Therefore,  I  again  urge  the  Congress  to  approve  legislation  that 
will  remove  Federal  price  regulation  from  new  natural  gas  supplies 
and  will  provide  the  added  short-term  authorities  needed  to  deal  with 
any  severe  shortages  forecast  for  next  winter. 

I  also  urge  prompt  action  by  the  Congress  on  a  bill  I  will  be  submit- 
ting shortly  which  is  designed  to  expedite  the  selection  of  a  route  and 
the  construction  of  a  transportation  system  to  bring  the  vast  supplies 
of  natural  gas  from  the  north  slope  of  Alaska  to  the  "lower  48"  mar- 
kets. This  legislation  would  make  possible  production  of  about  1  tril- 
lion cubic  feet  of  additional  natural  gas  each  year  by  the  early  1980's. 

We  expect  imports  of  liquefied  natural  gas  (LNG)  to  grow  in  the 
next  several  years  to  supplement  our  declining  domestic  supply  of 
natural  gas.  We  must  balance  these  supply  needs  against  the  risk  of 
becoming  overly  dependent  on  any  particular  source  of  supply. 

Recognizing  these  concerns,  I  have  directed  the  Energy  Resources 
Council  to  establish  procedures  for  reviewing  proposed  contracts 
within  the  Executive  Branch,  balancing  the  need  for  supplies  with  the 
need  to  avoid  excessive  dependence,  and  encouraging  new  imports 
where  this  is  appropriate.  By  1985,  we  should  be  able  to  import  1  tril- 
lion cubic  feet  of  LNG  to  help  meet  our  needs  without  becoming  overly 
dependent  upon  foreign  sources. 

Nuclear  Power 

Greater  utilization  must  be  made  of  nuclear  energy  in  order  to 
achieve  energy  independence  and  maintain  a  strong  economy.  It  is 
likewise  vital  that  we  continue  our  world  leadership  as  a  reliable 
supplier  of  nuclear  technology  in  order  to  assure  that  worldwide 
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growth  in  nuclear  power  is  achieved  with  responsible  and  effective 
controls. 

At  present  57  commercial  nuclear  power  plants  are  on  line,  providing 
more  than  9  percent  of  our  electrical  requirements,  and  a  total  of 
179  additional  plants  are  planned  or  committed.  If  the  electrical 
power  supplied  by  the  57  existing  nuclear  power  plants  were  supplied 
by  oil-fired  plants,  an  additional  one  million  barrels  of  oil  would  be 
consumed  each  day. 

On  January  19,  1975,  I  activated  the  independent  Nuclear  Regula- 
tory Commission  (NRC)  which  has  the  responsibility  for  assuring 
the  safety,  reliability,  and  environmental  acceptability  of  commercial 
nuclear  power.  The  safety  record  for  nuclear  power  plants  is  out- 
standing. Nevertheless,  we  must  continue  our  efforts  to  assure  that 
it  will  remain  so  in  the  years  ahead.  The  NRC  has  taken  a  number 
of  steps  to  reduce  unnecessary  regulatory  delays  and  is  continually 
alert  to  the  need  to  review  its  policies  and  procedures  for  carrying 
out  its  assigned  responsibilities. 

I  have  requested  greatly  increased  funding  in  my  1977  budget  to 
accelerate  research  and  development  efforts  that  will  meet  our  short- 
term  needs  to: 

make  the  safety  of  commercial  nuclear  power  plants  even 
more  certain; 

develop  further  domestic  safeguards  technologies  to  assure 
against  the  theft  and  misuse  of  nuclear  materials  as  the  use  of 
nuclear-generated  electric  power  grows; 

provide  for  safe  and  secure  long-term  storage  of  radioactive 
wastes ; 

and  encourage  industry  to  improve  the  reliability  and  reduce 

the  construction  time  of  commercial  nuclear  power  plants. 

I  have  also  requested  additional  funds  to  identify  new  uranium 

resources  and  have  directed  ERDA  to  work  with  private  industry 

to  determine  what  additional  actions  are  needed  to  bring  capacity 

on-line  to  reprocess  and  recycle  nuclear  fuels. 

Internationally,  the  United  States  in  consultation  with  other  nations 
which  supply  nuclear  technology  has  decided  to  follow  stringent 
export  principles  to  ensure  that  international  sharing  of  the  benefits 
of  nuclear  energy  does  not  lead  to  the  proliferation  of  nuclear  weapons. 
I  have  also  decided  that  the  United  States  should  make  a  special 
contribution  of  up  to  $5  million  in  the  next  five  years  to  strengthen 
the  safeguards  program  of  the  International  Atomic  Energy  Agency. 
It  is  essential  that  the  Congress  act  if  we  are  to  take  timely  advan- 
tage of  our  nuclear  energy  potential.  I  urge  enactment  of  the  Nuclear 
Licensing  Act  to  streamline  the  licensing  procedures  for  the  construc- 
tion of  new  power  plants. 

I  again  strongly  urge  the  Congress  to  give  high  priority  to  my 

I  Nuclear  Fuel  Assurance  Act  to  provide  enriched  uranium  needed  for 

j  commercial  nuclear  power  plants  here   and   abroad.   This   proposed 

legislation  which  I  submitted  in  June  1975,  would  provide  the  basis 

i  for  transition  to  a  private  competitive  uranium  enrichment  industry 

and  prevent  the  heavy  drain  on  the  Federal  budget.  If  the  Federal 

|  Government    were    required    to    finance    the    necessary    additional 

uranium  enrichment  capacity,  it  would  have  to  commit  more  than 
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$8  billion  over  the  next  2  to  3  years  and  $2  billion  annually  there- 
after. The  taxpayers  would  eventually  be  repaid  for  these  expendi- 
tures but  not  until  sometime  in  the  1990's.  Federal  expenditures  are 
not  necessary  under  the  provisions  of  this  Act  since  industry  is  pre- 
pared to  assume  this  responsibility  with  limited  government  coopera- 
tion and  some  temporary  assurances.  Furthermore,  a  commitment  to 
new  Federal  expenditures  for  uranium  enrichment  could  interfere  with 
efforts  to  increase  funding  for  other  critical  energy  programs. 

Coal 

Coal  is  the  most  abundant  energy  resource  available  in  the  United 
States,  yet  production  is  at  the  same  level  as  in  the  1920's  and  accounts 
for  only  about  17  percent  of  the  Nation's  energy  consumption.  Coal 
must  be  used  increasingly  as  an  alternative  to  scarce,  expensive  or 
insecure  oil  and  natural  gas  supplies.  We  must  act  to  remove  un- 
necessary constraints  on  coal  so  that  production  can  grow  from  the 
1975  level  of  640  million  tons  to  over  1  billion  tons  by  1985  in  order 
to  help  achieve  energy  independence. 

We   are  moving   ahead  where  legislative   authority  is   available. 

The  Secretary  of  the  Interior  has  recently  adopted  a  new  coal 
leasing  policy  for  the  leasing  and  development  of  more  coal  on  Federal 
lands.  To  implement  this  policy,  regulations  will  be  issued  governing 
coal  mining  operations  on  Federal  lands,  providing  for  timely  develop- 
ment, and  requiring  effective  surface  mining  controls  which  will 
minimize  adverse  environmental  impacts  and  require  that  mined 
lands  be  reclaimed.  As  a  reflection  of  the  States'  interests,  the  Depart- 
ment proposes  to  allow  application  on  Federal  lands  of  State  coal 
mine  reclamation  standards  which  are  more  stringent  than  Federal 
standards,  unless  overriding  National  interests  are  involved. 

I  have  directed  the  Federal  Energy  Administration  and  the  Environ- 
mental Protection  Agency  to  work  toward  the  conversion  of  the 
maximum  number  of  utilities  and  major  industrial  facilities  from  gas 
or   oil   to   coal   as   permitted   under  recently   extended   authorities. 

We  are  also  stepping  up  research  and  development  efforts  to  find 
better  ways  of  extracting,  producing  and  using  coal. 

Again,  however,  the  actions  we  can  take  are  not  enough  to  meet 
our  goals.  Action  by  the  Congress  is  essential. 

I  urge  the  Congress  to  enact  the  Clean  Air  Act  amendments  I 
proposed  which  will  provide  the  balance  we  need  between  air  quality 
and  energy  goals.  These  amendments  would  permit  greater  use  of 
coal  without  sacrificing  the  air  quality  standards  necessary  to  protect 
public  health. 

Oil 

We  must  reverse  the  decline  in  the  Nation's  oil  production.  I 
intend  to  implement  the  maximum  production  incentives  that  can 
be  justified  under  the  new  Energy  Policy  and  Conservation  Act.  In 
addition,  the  Department  of  the  Interior  will  continue  its  aggressive 
Outer  Continental  Shelf  development  program  while  giving  careful 
attention  to  environmental  considerations. 

But  these  actions  are  not  enough.  We  need  prompt  action  by  the 
Congress  on  my  proposals  to  allow  production  from  the  Naval  Petro- 
leum Reserves.  This  legislation  is  now  awaiting  action  by  a  House- 
Senate  Conference  Committee. 
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Production  from  the  reserves  could  provide  almost  1  million  barrels 
of  oil  per  day  by  1985  and  will  provide  both  the  funding  and  the  oil 
for  our  strategic  oil  reserves. 

I  also  urge  the  Congress  to  act  quickly  on  amending  the  Clean  Air 
Act  auto  emission  standards  that  I  proposed  last  June  to  achieve  a 
balance  between  objectives  for  improving  air  quality,  increasing 
gasoline  mileage,  and  avoiding  unnecessary  increases  in  costs  to 
consumers. 

Building  Energy  Facilities 

In  order  to  attain  energy  independence  for  the  United  States,  the 
construction  of  numerous  nuclear  powerplants,  coal-fired  powerplants, 
oil  refineries,  synthetic  fuel  plants,  and  other  facilities  will  be  required 
over  the  next  two  decades. 

Again,  action  by  the  Congress  is  needed. 

I  urge  Congress  to  approve  my  October,  1975  proposal  to  create 
an  Energy  Independence  Authority,  a  new  government  corporation 
to  assist  private  sector  financing  of  new  energy  facilities. 

This  legislation  will  help  assure  that  capital  is  available  for  the 
massive  investment  that  must  be  made  over  the  next  few  years  in 
energy  facilities,  but  will  not  be  forthcoming  otherwise.  The  legis- 
lation also  provides  for  expediting  the  regulatory  process  at  the 
Federal  level  for  critical  energy  projects. 

I  also  urge  Congressional  action  on  legislation  needed  to  authorize 
loan  guarantees  to  aid  in  the  construction  of  commercial  facilities  to 
produce  synthetic  fuels  so  that  they  may  make  a  significant  contri- 
bution by' 1985. 

Commercial  facilities  eligible  for  funding  under  this  program  include 
those  for  synthetic  gas,  coal  liquefaction  and  oil  shale,  which  are  not 
now  economically  competitive.  Management  of  this  program  would 
initially  reside  with  the  Energy  Research  and  Development  Adminis- 
tration but  would  be  transferred  to  the  proposed  Energy  Independ- 
ence Authority. 

My  proposed  energy  facilities  siting  legislation  and  utility  rate 
reform  legislation,  as  well  as  the  Electric  Utilities  Construction  In- 
centives Act  complete  the  legislation  which  would  provide  the  in- 
centives, assistance  and  new  procedures  needed  to  assure  that  facilities 
are  available  to  provide  additional  domestic  energy  supplies. 

Energy  Development  Impact  Assistance 

Some  areas  of  the  country  will  experience  rapid  growth  and  change 
because  of  the  development  of  federally  owned  energy  resources.  We 
must  provide  special  help  to  heavily  impacted  areas  where  this 
development  will  occur. 

I  urge  Congress  to  act  quickly  on  my  proposed  new,  comprehensive, 
Federal  Energy  Impact  Assistance  Act  which  was  submitted  to  the 
Congress  on  February  4,  1976. 

This  legislation  would  establish  a  $1  billion  program  of  financial 
assistance  to  areas  affected  by  new  Federal  energy  resource  develop- 
ment over  the  next  15  years.  It  would  provide  loans,  loan  guarantees 
and  planning  grants  for  energy-related  public  facilities.  Funds  would 
be  repaid  from  future  energy  development.  Repayment  of  loans  could 
be  forgiven  if  development  did  not  occur  as  expected. 
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This  legislation  is  the  only  approach  which  assures  that  communities 
that  need  assistance  will  get  it  where  it  is  needed,  when  it  is  needed. 

Energy  Conservation 

The  Nation  has  made  major  progress  in  reducing  energy  con- 
sumption in  the  last  two  years  but  greatly  increased  savings  can  yet  be 
realized  in  all  sectors. 

I  have  directed  that  the  Executive  Branch  continue  a  strong  energy 
management  program.  This  program  has  already  reduced  energy  con- 
sumption by  24  percent  in  the  past  two  years,  saving  the  equivalent 
of  over  250,000  barrels  of  oil  per  day. 

We  are  moving  to  implement  the  conservation  authorities  of  the 
new  Energy  Policy  and  Conservation  Act,  including  those  calling  for 
State  energy  conservation  programs,  and  labeling  of  appliances  to 
provide  consumers  with  energy  efficient  information. 

I  have  asked  for  a  63  percent  increase  in  funding  for  energy  con- 
servation research  and  development  in  my  1977  budget. 

If  the  Congress  will  provide  needed  legislation,  we  will  make  more 
progress.  I  urge  the  Congress  to  pass  legislation  to  provide  for  thermal 
efficiency  standards  for  new  buildings,  to  enact  my  proposed  $55 
million  weatherization  assistance  program  for  low-income  and  elderly 
persons,  and  to  provide  a  15  percent  tax  credit  for  energy  conservation 
improvements  in  existing  residential  buildings.  Together,  these  con- 
servation proposals  can  save  450,000  barrels  of  oil  per  day  by  1985. 

International  Energy  Activities 

We  have  also  made  significant  progress  in  establishing  an  inter- 
national energy  policy.  The  United  States  and  other  major  oil- 
consuming  nations  have  established  a  comprehensive  long-term  energy 
program  through  the  International  Energy  Agency  (IE A),  com- 
mitting ourselves  to  continuing  cooperation  to  reduce  dependence  on 
imported  oil.  By  reducing  demand  for  imported  oil,  consuming  nations 
can,  over  time,  regain  their  influence  over  oil  prices  and  end  vulner- 
ability to  abrupt  supply  cutoffs  and  unilateral  price  increases. 

The  International  Energy  Agency  has  established  a  framework  for 
cooperative  efforts  to  accelerate  the  development  of  alternative  energy 
sources.  The  Department  of  State,  in  cooperation  with  FEA,  ERDA, 
and  other  Federal  agencies,  will  continue  to  work  closely  with  the  IE  A. 

While  domestic  energy  independence  is  an  essential  and  attainable 
goal,  we  must  recognize  that  this  is  an  interdependent  world.  There 
is  a  link  between  economic  growth  and  the  availability  of  energy  at 
reasonable  prices.  The  United  States  will  need  some  energy  imports 
in  the  years  ahead.  Many  of  the  other  consuming  nations  will  not  be 
energy  independent.  Therefore,  we  must  continue  to  search  for  solu- 
tions to  the  problems  of  both  the  world's  energy  producers  and 
consumers. 

The  U.S.  delegation  to  the  new  Energy  Commission  will  pursue 
these  solutions,  including  the  U.S.  proposal  to  create  an  International 
Energy  Institute.  This  Institute  will  mobilize  the  technical  and 
financial  resources  of  the  industrialized  and  oil  producing  countries 
to  assist  developing  countries  in  meeting  their  energy  problems. 
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1985  and  Beyond 

As  our  easily  recoverable  domestic  fuel  reserves  are  depleted,  the 
need  for  advancing  the  technologies  of  nuclear  energy,  synthetic  fuels, 
solar  energy,  and  geothermal  energy  will  become  paramount  to  sustain- 
ing our  energy  achievements  beyond  1985.  I  have  therefore  proposed 
an  increase  in  the  Federal  budget  for  energy  research  and  development 
from  $2.2  billion  in  1976  to  $2.9  billion  in  the  proposed  1977  budget. 
This  30-percent  increase  represents  a  major  expansion  of  activities 
directed  at  accelerating  programs  for  achieving  long-term  energy 
independence. 

These  funds  are  slated  for  increased  work  on  nuclear  fusion  and 
fission  power  development,  particularly  for  demonstrating  the  com- 
mercial viability  of  breeder  reactors;  new  technology  development  for 
coal  mining  and  coal  use;  enhanced  recovery  of  oil  from  current 
reserves;  advanced  power  conversion  systems;  solar  and  geothermal 
energy  development;  and  conservation  research  and  development. 

It  is  only  through  greater  research  and  development  efforts  today 
that  we  will  be  in  a  position  beyond  1985  to  supply  a  significant  share 
of  the  free  world's  energy  needs  and  technology. 

Summary 

I  envision  an  energy  future  for  the  United  States  free  of  the  threat 
of  embargoes  and  arbitrary  price  increases  by  foreign  governments. 
I  see  a  world  in  which  all  nations  strengthen  their  cooperative  efforts 
to  solve  critical  energy  problems.  I  envision  a  major  expansion  in  the 
production  and  use  of  coal,  aggressive  exploration  for  domestic  oil 
and  gas,  a  strong  commitment  to  nuclear  power,  significant  techno- 
logical breakthroughs  in  harnessing  the  unlimited  potential  of  solar 
energy  and  fusion  power,  and  a  strengthened  conservation  ethic  in  our 
use  of  energy. 

I  am  convinced  that  the  United  States  has  the  ability  to  achieve 
energy  independence. 

I  urge  the  Congress  to  provide  the  needed  legislative  authority 
without  further  delay. 

Gerald  R.  Ford. 

The  White  House,  February  26,  1976. 


STATEMENT  ON  SIGNING  THE  NAVAL  PETROLEUM 
RESERVES  PRODUCTION  ACT  OF  1976 


April  5,  1976 


In  my  first  State  of  the  Union  Message  more  than  a  year  ago,  I  set 
forth  goals  for  regaining  energy  independence  for  the  United  States. 
I  also  outlined  a  comprehensive  and  ambitious  national  program 
needed  to  achieve  our  energy  goals.  The  first  goal  is  to  reduce  our 
growing  reliance  on  imported  oil. 

We  have  launched  energy  programs  that  are  possible  within  existing 
authorities,  and  I  have  asked  the  Congress  for  the  additional  legis- 
lative authority  that  we  must  have.  My  proposed  Energy  Independ- 
ence Act  of  1975  contained  13  specific  programs  to  encourage 
energy  conservation  and  increase  domestic  energy  production.  More 
recently,  I  sent  to  the  Congress  proposals  dealing  with  nuclear  energy, 
investment  in  energy  facilities,  and  other  measures  needed  to  achieve 
our  goals. 

One  of  the  original  13  proposals  was  especially  important  because  it 
permitted  immediate  action  to  produce  more  oil  here  in  the  United 
States.  There  are  only  a  very  few  steps  like  this  that  are  possible. 
Generally,  it  takes  3  years  or  more  to  bring  new  oil  production  on  line. 

Actions  to  increase  domestic  oil  productions  are  critical,  because  oil 
imports  have  grown  to  the  point  where  they  now  account  for  almost 
40  percent  of  the  petroleum  we  are  using.  We  are  even  more  dependent 
now  than  we  were  a  little  over  2  years  ago,  when  we  experienced  the 
disruption  of  an  oil  embargo. 

I  am,  therefore,  pleased  to  sign  into  law  today  the  Naval  Petroleum 
Reserves  Production  Act  of  1976,  which  puts  in  place  one  more 
element  of  our  program  to  reduce  dependence  on  foreign  oil. 

The  naval  petroleum  reserves  had  special  importance  when  they 
were  established  over  50  years  ago  to  guarantee  an  adequate  supply 
of  oil  for  the  U.S.  Navy.  Today,  the  reserves  have  even  greater  im- 
portance to  the  whole  Nation  because  they  can  help  reduce  our 
dependence  on  imported  oil  and  help  stem  the  outflow  of  American 
dollars  and  jobs. 

This  new  act  directs  the  Secretary  of  the  Navy  to  commence  a 
vigorous  production  program  from  the  three  naval  petroleum  reserves 
located  in  California  and  Wyoming.  The  act  also  redesignates  the 
fourth  naval  petroleum  reserve  in  Alaska  as  a  national  petroleum 
reserve  and  transfers  the  jurisdiction  to  the  Department  of  the  Interior 
in  June  1977.  Production  from  the  Alaskan  reserve  is  not  authorized 
at  this  time,  but  the  act  specifically  calls  upon  the  President  to  submit 

(347) 


24-112   O  -  78  -  23 


348 

a  development  plan  and  appropriate  legislation  to  the  Congress.  Work 
has  already  begun  on  those  measures. 

The  new  act  also  makes  it  possible  for  production  from  the  naval 
reserves  to  contribute  directly  to  the  creation  of  the  strategic  petro- 
leum reserve,  authorized  in  the  Energy  Policy  and  Conservation  Act 
which  I  signed  on  December  22,  1975.  Once  established,  the  strategic 
reserve  will  provide  both  a  deterrent  to  future  embargoes  and  a  signifi- 
cant means  to  offset  the  effects  of  any  future  supply  interruption.  The 
strategic  reserve  will  permit  us  to  have  needed  petroleum  much  more 
readily  available  in  the  case  of  an  emergency  for  our  Armed  Services 
and  other  critical  national  needs. 

When  in  full  production,  the  three  naval  petroleum  reserves  in 
California  and  Wyoming  will  provide  more  than  300,000  barrels  of  oil 
per  day.  The  development  and  production  of  Naval  Petroleum  Reserve 
No.  1  in  Elk  Hills,  California,  will  make  the  biggest  contribution. 

The  U.S.  share  of  this  production,  about  80  percent,  may  be  sold  at 
auction,  and  up  to  25  percent  of  that  amount  could  be  set  aside  for 
sale  to  small  refiners.  At  the  President's  discretion,  all  or  part  of  the 
U.S.  share  may  be  used  to  build  up  the  strategic  petroleum  reserves. 
The  act  authorizes  use  of  revenues  from  the  sale  of  petroleum  for  work 
on  the  naval  petroleum  reserves,  for  the  national  reserve  in  Alaska,  and 
for  the  strategic  petroleum  reserve. 

This  act  is  an  important  step  toward  reversing  our  declining  do- 
mestic oil  production,  and  it  is  another  sign  that  we  are  making  prog- 
ress. Four  of  my  original  13  proposals  were  included  in  the  Energy 
Policy  and  Conservation  Act  which  I  signed  into  law  on  December  22, 
1975. 

The  Congress  still  has  before  it  17  major  energy  proposals,  in- 
cluding those  remaining  from  the  original  13  I  submitted  in  January 
1975  and  others  I  have  submitted  since  then.  We  need  those  measures 
to  conserve,  energy  and  to  increase  domestic  production.  Congress 
must  act  on  those  measures  so  that  we  can  achieve  our  national  goals 
for  energy  independence. 

Gerald  R.  Ford. 

The  White  House,  April  5,  1976. 


VETO  OF  THE  FEDERAL  COAL  LEASING  AMENDMENTS 

BILL 


July  3,  1976 


To  the  Senate  of  the  United  States: 

I  am  returning  to  the  Congress  today  without  my  approval  S.  391, 
the  Federal  Coal  Leasing  Amendments  Act  of  1975. 

This  bill  addresses  two  essential  issues:  the  form  of  Federal  assist- 
ance for  communities  affected  by  development  of  federally  owned 
minerals,  and  the  way  that  Federal  procedures  for  the  leasing  of  coal 
should  be  modernized. 

On  the  first  of  these  issues,  I  am  in  total  agreement  with  the  Congress 
that  the  Federal  Government  should  provide  assistance,  and  I  concur 
in  the  form  of  assistance  adopted  by  the  Congress  in  S.  391.  Specifi- 
cally, I  pledge  my  support  for  increasing  the  State  share  of  Federal 
leasing  revenues  from  37K  percent  to  50  percent. 

Last  January  I  proposed  to  the  Congress  the  Federal  Energy  Im- 
pact Assistance  Act  to  meet  the  same  assistance  problem,  but  in  a 
different  way.  My  proposal  called  for  a  program  of  grants,  loans  and 
loan  guarantees  for  communities  in  both  coastal  and  inland  States 
affected  by  development  of  Federal  energy  resources  such  as  gas,  oil 
and  coal. 

The  Congress  has  agreed  with  me  that  impact  assistance  in  the 
form  I  proposed  should  be  provided  for  coastal  States,  and  I  hope  to 
be  able  to  sign  appropriate  legislation  in  the  near  future. 

However,  in  the  case  of  States  affected  by  S.  391 — most  of  which 
are  inland,  the  Congress  by  overwhelming  majority  has  voted  to 
expand  the  more  traditional  sharing  of  Federal  leasing  revenues, 
raising  the  State  share  of  these  revenues  by  one  third.  If  S.  391  were 
limited  to  that  provision,  I  would  sign  it. 

Unfortunately,  however,  S.  391  is  also  littered  with  many  other 

Erovisions  which  would  insert  so  many  rigidities,  complications,  and 
urdensome  regulations  into  Federal  leasing  procedures  that  it  would 
inhibit  coal  production  on  Federal  lands,  probably  raise  prices  for 
consumers,  and  ultimately  delay  our  achievement  of  energy  inde- 
pendence. 

I  object  in  particular  to  the  way  that  S.  391  restricts  the  flexibility 
of  the  Secretary  of  the  Interior  in  setting  the  terms  of  individual 
leases  so  that  a  variety  of  conditions — physical,  environmental  and 
economic — can  be  taken  into  account.  S.  391  would  require  a  minimum 
royalty  of  12%  percent,  more  than  is  necessary  in  all  cases.  S.  391 
would  also  defer  bonus  payments — payments  by  the  lessee  to  the 
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Government  usually  made  at  the  front  end  of  the  lease — on  50  percent 
of  the  acreage,  an  unnecessarily  stringent  provision.  This  bill  would 
also  require  production  within  10  years,  with  no  additional  flexibility. 
Furthermore  it  would  require  approval  of  operating  and  reclamation 
plans  within  three  years  of  lease  issuance.  While  such  terms  may  be 
appropriate  in  many  lease  transactions — or  perhaps  most  of  them — 
such  rigid  requirements  will  nevertheless  serve  to  set  back  efforts  to 
accelerate  coal  production. 

Other  provisions  of  S.  391  will  unduly  delay  the  development  of 
our  coal  reserves  by  setting  up  new  administrative  roadblocks.  In 
particular,  S.  391  requires  detailed  antitrust  review  of  all  leases,  no 
matter  how  small;  it  requires  four  sets  of  public  hearings  where  one 
or  two  would  suffice;  and  it  authorizes  States  to  delay  the  process 
where  National  forests — a  Federal  responsibility — are  concerned. 

Still  other  provisions  of  the  bill  are  simply  unnecessary.  For  instance, 
one  provision  requires  comprehensive  Federal  exploration  of  coal 
resources.  This  provision  is  not  needed  because  the  Secretary  of  the 
Interior  already  has — and  is  prepared  to  exercise — the  authority  to 
require  prospective  bidders  to  furnish  the  Department  with  all  of 
their  exploration  data  so  that  the  Secretary,  in  dealing  with  them, 
will  do  so  knowing  as  much  about  the  coal  resources  covered  as  the 
prospective  lessees. 

For  all  of  these  reasons,  I  believe  that  S.  391  would  have  an  adverse 
impact  on  our  domestic  coal  production.  On  the  other  hand,  I  agree 
with  the  sponsors  of  this  legislation  that  there  are  sound  reasons  for 
providing  in  Federal  law — not  simply  in  Federal  regulations — a  new 
Federal  coal  policy  that  will  assure  a  fair  and  effective  mechanism  for 
future  leasing. 

Accordingly,  I  ask  the  Congress  to  work  with  me  in  developing 
legislation  that  would  meet  the  objections  I  have  outlined  and  would 
also  increase  the  State  share  of  Federal  leasing  revenues. 

Gerald  R.  Ford. 

The  White  House,  July  3,  1976. 


MESSAGE  TO  THE  CONGRESS  ON  ENERGY  LEGISLATION 


January  7,  1977 


To  the  Congress  of  the  United  States: 

Three  years  have  now  passed  since  the  Arab  oil  embargo  demon- 
strated that  the  Nation  had  become  overly  dependent  on  other 
countries  for  our  energy  supplies.  We  have  made  progress  in  dealing 
with  our  energy  problems  but  much  more  must  be  done  if  we  are  to 
achieve  our  objective  of  assuring  an  adequate  and  secure  supply  of 
energy  at  reasonable  prices. 

Action  by  the  Congress  is  vitally  important  in  the  coming  year  on  a 
number  of  matters  affecting  energy  supply  and  demand.  The  outcome 
of  that  action  will  affect  the  Nation's  security,  economic  strength 
and  role  in  world  affairs.  Decisions  made  during  this  critical  period 
will  affect  the  health,  welfare,  quality  of  life  and  freedom  of  choice 
of  our  people  for  years  to  come. 

A  new  Congress  and  change  in  Administration  provide  an  appro- 
priate occasion  to  review  our  energy  situation,  to  summarize  and 
share  the  knowledge  that  has  been  gained  from  analysis  and  debate 
over  the  past  two  years,  and  to  outline  the  remaining  need  for  action. 
I  am  pleased  that  we  have  made  a  good  start  toward  a  compre- 
hensive national  energy  policy;  that  we  have  taken  major  steps 
forward  on  programs  to  conserve  energy;  increase  domestic  energy 
production,  develop  strategic  petroleum  reserves,  and  develop  new 
technology;  and  that  our  imports  are  less  today  than  they  would  have 
been  had  we  not  begun  taking  steps  I  outlined  in  my  State  of  the 
LTnion  address  2  years  ago. 

But  our  imports  are  higher  today  than  they  were  3  years  ago,  and 
we  have  not  yet  as  a  nation  faced  up  to  many  of  the  hard  decisions 
and  choices  that  are  necessary  before  we  can  achieve  our  energy 
objectives. 

The  lack  of  better  progress  is  regrettable  but  I  believe  the  reasons 
for  it  are  quite  clear : 

First,  the  real  nature  of  the  Nation's  energy  problem  and  the 
implications  of  leaving  it  unresolved  are  not  fully  understood 
or  appreciated  by  many  people. 

Second,  many  of  those  who  recognize  the  problem  and  the 
implications  of  not  solving  it  have  looked  for  easy  solutions. 
This  has  led  often  to  proposals  which : 

Promise  far  more  than  can  be  delivered ;  or 

Expand  significantly  the  role  of  the  Federal  Government. 
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We  are  now  beginning  to  recognize  more  clearly  the  dangers  of  a 
greatly  expanded  Federal  role  in  energy.  We  also  now  realize  that 
other  "easy"  answers  are  turning  out  to  be  impractical,  ineffective, 
or  oversold. 

Fundamental  Issues  and  Choices 

The  decisions  which  must  be  made  are  difficult  and  the  implications 
of  the  choices  are  far  reaching.  Thus,  the  Congress  and  the  public 
should  have  the  best  possible  understanding  of  the  fundamental 
issues  and  choices  that  are  involved  in  my  proposals  and  in  the  pro- 
posals that  will  be  forthcoming  from  the  new  Administration  and 
Congress.  There  are  five  matters  that  deserve  special  attention : 

The  high  cost  to  the  Nation  of  delay  in  solving  our  energy 
problem. 

The  illusions  and  false  hopes  that  are  involved  in  some  of  the 
"easy"  answers  that  have  been  proposed. 

The  dangers  of  expanding  the  Federal  role  in  energy. 
The  need   to   recognize   the   interdependence   of   the   United 
States  and  other  consumer  nations  in  energy  matters. 

The  necessity  of  facing  up  to  the  hard  choices  that  must  be 
made  in  order  to  achieve  a  balance  among  our  Nation's  security, 
energy,  economic,  consumer  price,  and  environmental  objectives. 

High  Cost  of  Delay  in  Solving  Our  Energy  Problem 

A  better  understanding  of  our  energy  problem  and  the  high  cost 
of  delay  in  solving  it  should  help  restore  the  sense  of  urgency  that 
was  lost  when  the  embargo  ended,  the  gasoline  lines  disappeared,  and 
an  adequate  supply  of  most  forms  of  energy  became  available — 
though  at  higher  prices. 

Our  Energy  Problem 

The  principal  energy  problem  now  facing  the  United  States  is  our 
excessive  and  growing  dependence  on  imported  oil  from  a  relatively 
few  foreign  nations  that  own  the  majority  of  world  oil  reserves  and 
have  the  ability  to  control  world  oil  prices  and  production.  We  are 
also  faced  with  a  problem  of  shortages  of  natural  gas  in  some  areas. 
This  problem  will  become  more  serious  this  winter  if  unusually  cold 
weather  continues  and  will  grow  each  year  as  production  and  inter- 
state sales  decline — resulting  in  job  losses  and  economic  dislocation. 

Our  situation  is  the  result  of  several  factors.  For  example,  our 
economy  and  style  of  life — neither  of  which  can  be  altered  quickly — 
have  been  built  upon  cheap  and  abundant  energy.  Low  prices,  resulting 
from  government  regulations  and  policies,  and  heightened  environ- 
mental concerns  encouraged  excessive  reliance  on  oil  and  natural  gas, 
rather  than  coal  which  we  have  in  plentiful  supply.  This  led  to  wasteful 
and  inefficient  uses  of  oil  and  gas. 

Our  domestic  production  of  oil  and  natural  gas  peaked  in  the  early 
1970's  and  has  been  declining  steadily  as  cheap,  easily  developed 
reserves  have  dwindled.  In  the  early  1980's  oil  and  natural  gas  from 
Alaska  and  the  Outer  Continental  Shelf — our  last  frontiers — will  help 
offset  the  decline  in  production  from  on-shore  areas.  But,  overall, 
domestic  oil  and  gas  production  will  again  decline  precipitously  unless 
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higher  prices  are  available  to  cover  the  costs  of  developing  resources 
which  are  not  now  economically  feasible  to  produce. 

Meanwhile,  our  energy  demands  are  increasing  to  meet  the  needs  of 
a  growing  economy.  We  are  not  expanding  the  use  of  coal  and  nuclear 
energy  fast  enough  as  substitutes  for  oil  and  gas,  where  this  is  possible, 
or  to  meet  growing  energy  requirements.  Instead  we  have  turned  to 
imports,  and  imports  will  continue  to  grow  as  we  face  declining 
production  and  depletion  of  oil  and  gas  reserves. 

The  Costs  of  Dependence 

The  real  price  paid  for  our  growing  dependence  on  imported  oil  is  our 
vulnerability  to  significant  economic  and  social  disruption  from  the 
interruption  of  oil  imports.  Apart  from  the  inconvenience  experienced 
by  millions  of  people,  the  1973-74  embargo  and  the  resulting  higher 
prices  caused  a  loss  of  about  500,000  jobs  and  approximately  $20 
billion  in  our  Gross  National  Product.  The  sudden  four-fold  increase 
in  OPEC  oil  prices  contributed  significantly  to  inflation.  Since  1974 
our  dependence  on  imports,  particularly  from  Arab  nations,  has  grown 
by  a  million  barrels  per  day,  so  that  an  interruption  of  supply  today 
would  be  even  more  disruptive  of  our  economy  than  the  1973-74 
embargo. 

Another  cost  of  energy  dependence  is  the  outflow  of  U.S.  dollars  to 
pay  for  imported  oil,  totalling  about  $34  billion  in  1976  or  $160  for  each 
American,  eleven  times  that  in  1972. 

Still  another  cost  is  the  limitation  on  our  freedom  of  action  in 
international  affairs  due  to  our  vulnerability  to  the  threat  of  another 
interruption. 

Realistic  Energy  Goals 

In  my  first  State  of  the  Union  Message  two  years  ago,  I  outlined 
a  comprehensive  energy  program  for  the  Nation  with  goals  of: 
Halting  our  growing  dependence  on  imported  oil. 
Attaining  energy  independence  by  1985  by  achieving  invulner- 
ability to  disruptions  caused  by  oil  embargoes,  by  reducing  oil 
imports  to  between  3  and  5  million  barrels  per  day  with  an 
accompanying   ability   to   offset   any  supply  interruption  with 
stored  petroleum  reserves  and  emergency  standby  measures. 

Mobilizing  our  technological  capability  and  resources  to  supply 
a  significant  share  of  the  free  world's  energy  needs  beyond  1985. 
These  goals  do  not  mean  that  we  should  seek  to  eliminate  all  energy 
imports,  because  generally  it  will  be  in  the  Nation's  best  interest  to 
continue  importing  energy  when  it  can  be  obtained  at  lower  cost — as 
long  as  we  have  the  ability  to  withstand  interruptions  of  supply 
from  insecure  sources. 

The  goals  do  mean  that  we  should  reduce  and  then  eliminate  our 
vulnerability.  In  the  longer  term,  we  should  better  use  our  resources 
and  technological  capability  to  regain  our  ability  to  assure  the  reason- 
ableness of  energy  prices. 

Whether  the  date  I  set  for  achieving  energy  independence  and  the 
level  of  imports  I  proposed  are  realistic  has  been  the  subject  of  con- 
siderable debate.  I  believe  the  goals  could  be  attained  if  the  Congress 
approved  the  critical  legislation  I  proposed,  but  that  is  not  the  major 
point.  The  essential  point  now  is  that  we  recognize  that  our  excessive 
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dependence  and  vulnerability  are  costly  and  that  it  is  in  the  Nation's 
best  interest  to  solve  the  problem  as  soon  as  possible. 

AVOIDING    ILLUSIONS 

A  number  of  well-intentioned  proposals  have  been  advanced  for 
dealing  with  our  energy  problems  which,  when  evaluated,  are  found 
to  have  far  less  potential  or  merit  than  is  claimed  by  their  proponents. 
Four  such  proposals  warrant  special  attention:  advanced  energy 
technologies,  energy  conservation  in  lieu  of  increased  production, 
abandoning  nuclear  fission  energy  or  coal,  and  oil  company  divesti- 
ture. All  four  are  likely  to  receive  Congressional  consideration  this 
year. 

Contribution  of  Advanced  Technologies 

There  are  repeated  claims  that  fusion,  solar  or  geothermal  energy, 
or  some  other  advanced  technology,  will  soon  provide  a  virtually  risk- 
free  answer  to  our  energy  needs.  Such  claims  warrant  and  have  been 
given  very  careful  consideration  because  new  technological  develop- 
ments have  helped  us  solve  many  problems  in  the  past. 

There  are  three  common  myths  about  fusion,  solar  and  geothermal 
energy: 

That  major  contributions  to  our  energy  supplies  can  be  ex- 
pected soon  from  these  sources. 

That  there  are  no  serious  economic,  safety,  technological  or 
environmental  problems  to  be  overcome  before  these  technologies 
are  available  for  widespread  use. 

That  the  remaining  problems  can  be  quickly  resolved  by 
greatly  increasing  Federal  funding  for  R&D. 

The  facts  are  that  major  economic,  safety  and  environmental 
problems  must  be  solved  and  major  technological  breakthroughs  are 
needed  before  these  emerging  technologies  will  be  available  for  wide- 
spread commercial  use. 

Practical  and  economic  applications  are  already  available  in  the  case 
of  energy  from  geothermal  steam.  However,  geothermal  steam  re- 
sources are  geographically  limited,  and  major  technical,  environ- 
mental and  economic  hurdles  must  be  overcome  before  other  sources 
of  geothermal  energy  will  be  available  for  practical  application. 

Heating  with  solar  energy  is  expected  to  become  economically 
competitive  soon  in  some  areas  with  electrical  heating  by  electricity — 
but  not  by  oil  and  gas.  Costs  will  have  to  be  reduced  substantially 
before  solar  heating  and  cooling  systems  will  be  competitive  for  wide- 
spread use.  Major  breakthroughs  are  needed  before  fusion  and  solar 
energy  will  produce  economical  electric  power.  Costs  must  be  reduced 
and  problems  of  safety  and  environmental  impact  must  be  solved. 

Advanced  technologies  cannot  contribute  significantly  to  our 
energy  supply  in  the  near  or  mid-term.  Even  with  intensive  efforts  to 
achieve  necessary  breakthroughs,  solar,  geothermal  and  fusion  energy 
are  expected  to  provide  no  more  than  one  percent  of  our  total  energy 
supplies  by  1985  and  no  more  than  five-seven  percent  by  the  year 
2000.  Until  these  advanced  technologies  are  available  and  are  accept- 
able from  the  standpoint  of  cost,  safety  and  environmental  impact, 
we  must  rely  on  resources  and  technologies  which  are  available. 
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Federal  funding  for  the  development  of  advanced  technologies  has 
been  increased  substantially  over  the  past  two  years  in  my  budgets — 
to  the  point  where  Congressional  add-ons  above  my  requests  generally 
cannot  be  used  productively.  When  major  breakthroughs  are  required, 
the  necessary  ingredients  are  ideas  and  time.  Large  funding  increases 
are  likely'  to  be  wasteful  and  often  merely  contribute  to  overly 
optimistic  expectations. 

Energy  Conservation  in  Lieu  oj  Production 

There  are  some  who  believe  that  our  energy  needs  for  a  growing 
opulation  and  expanding  economy  and  workforce  can  be  satisfied 
y  eliminating  wasteful  and  inefficient  uses  of  energy.  They  point 
out  correctly  that  the  ready  availability  of  cheap  energy  in  the  past 
tended  to  encourage  uses  of  energy  which  now  are  wasteful. 

There  is  no  question  but  that  energy  conservation  can  and  must 
contribute  to  the  solution  of  our  energy  problems.  In  many  cases  it 
will  be  cheaper,  more  efficient,  and  involve  less  environmental  impact, 
to  reduce  energy  waste  than  it  will  be  to  produce  a  comparable  amount 
of  new  energy.  We  have  begun  major  efforts  in  energy  conservation, 
and  progress  is  being  made  in  reducing  growth  in  energy  consumption. 
However,  it  takes  time  to  achieve  results  from  energy  conservation 
because  energy-intensive  plants  and  equipment  and  consumer 
products  (such  as  automobiles  and  appliances)  will  only  be  replaced 
gradually  as  they  wear  out. 

Growth  in  our  energy  demands  simply  cannot  be  eliminated 
without  severe  economic  impact.  We  must  have  both  energy  conser- 
vation and  sharply  increased  energy  production  if  we  are  to  meet  the 
needs  for  energy  in  a  growing  economy.  To  rely  solely  on  energy  con- 
servation would  soon  mean  a  lower  standard  of  living  for  all,  and 
insufficient  energy  to  keep  people  employed  in  productive  and  mean- 
ingful work. 

Abandoning  Coal  Energy  or  Nuclear  Fission 

Some  believe  that  we  should  not  continue  or  expand  the  use  of 
coal  and  others  have  the  same  view  about  nuclear  energy.  But  a 
careful  look  indicates  that  we  do  not  have  a  choice  between  increasing 
the  use  of  coal  or  nuclear  energy.  Instead,  we  must  increase  the  use 
of  both  coal  and  nuclear  energy  until  more  acceptable  alternate  energy 
sources  are  available.  Even  with  strong  efforts  to  conserve  energy, 
and  increased  efforts  to  produce  domestic  oil  and  natural  gas,  we 
must  increase  the  use  of  both  coal  and  nuclear  energy  if  we  are  to 
meet  the  demands  for  energy  for  a  growing  economy.  The  only 
alternative  is  to  increase  our  growing  dependence  on  imported  oil. 

One  example  will  illustrate  the  point :  Nuclear  energy  now  provides 
about  nine  percent  of  our  electrical  requirements.  If  this  nuclear 
energy  were  not  available  and  we  substituted  imported  oil,  our  im- 
ports would  increase  by  about  one  million  barrels  of  oil  per  day.  If 
we  were  to  substitute  coal  for  existing  nuclear  energy,  additional 
annual  production  of  100  million  tons  would  be  required. 

Divestiture 

Some  suggest  that  our  energy  problem  would  be  relieved  by  divesti- 
ture of  the  major  oil  companies — either  by  barring  investments  in 
other  energy  sources  (horizontal  divestiture)  or  by  barring  integrated 
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operations  whereby  one  company  engages  in  production,  refining, 
and  marketing  activities  (vertical  divestiture).  They  claim  that 
divestiture  would  increase  competition  and  thereby  reduce  petroleum 
prices  and  lead  to  a  more  intensive  pursuit  of  alternative  domestic 
energy  resources  and  alternative  energy  technologies. 

Experience  has  demonstrated  important  advantages  from  vertical 
integration  in  commercial  and  industrial  activities  in  terms  of  efficiency 
of  operation.  Vertical  divestiture  may  merely  mean  that  petroleum 
products  pass  through  the  hands  of  more  middle  men — resulting  in 
higher  consumer  costs.  Horizontal  integration  has  helped  make  private 
capital  and  managerial  talent  available  to  develop  other  alternative 
energy  resources  which  will  be  used  to  supplement  our  declining  oil 
and  natural  gas  resources. 

Proponents  of  divestiture  have  yet  to  present  concrete  evidence  that 
divestiture  would  either  increase  domestic  energy  production  or  pro- 
vide cheaper  and  more  secure  energy  supplies.  Such  evidence  should  be 
required  and  weighed  carefully  along  with  the  evidence  against  divesti- 
ture before  Congress  acts. 

Dangers  of  Expanding  the  Federal  Role  in  Energy 

Much  of  the  dispute  over  energy  legislation  has  resulted  from  differ- 
ing views  as  to  the  appropriate  role  of  the  Federal  Government. 

The  primary  responsibility  for  providing  the  Nation's  energy  needs 
has  been  and  should  continue  to  rest  with  the  private  sector.  The 
amount  and  forms  of  energy  that  are  produced  and  used  depend  upon 
literally  millions  of  decisions  reached  daily  by  individuals  and  organi- 
zations throughout  the  country.  Since  energy  is  such  a  pervasive 
component  of  our  economy  and  our  daily  lives,  special  care  must  be 
taken  to  assure  that  Federal  actions  affecting  energy — including 
changes  in  the  Federal  role — will  help  solve  the  problem  rather  than 
make  it  worse  or  cause  new  problems. 

The  Congress  should  give  particular  attention  to  the  growing 
concern  throughout  the  country  about  the  size  and  cost  of  Govern- 
ment, the  extent  of  Government  intrusion  in  individuals'  activities, 
and  the  burden  of  regulations  which  restrict  freedom  of  choice. 
Unfortunately,  the  people  who  develop  Government  rules  and  regula- 
tions often  do  not  understand  adequately  the  conditions  they  are 
regulating  nor  appreciate  fully  the  impact  of  their  decisions  on  the 
millions  of  people  who  are  affected. 

The  question  of  the  proper  role  of  the  Federal  Government  in  energy 
has  become  important  in  the  case  of: 

Controls  over  decisions  that  would  normally  be  made  in  the 
marketplace. 

Mandatory  conservation  measures. 

Resource  exploration  and  energy  production. 

Energy  research,  development,  and  demonstration. 

Government  Controls  or  Marketplace  Decisions 

Many  legislative  proposals  will  involve  the  question  of  whether 
there  should  be  greater  reliance  on  decisions  made  in  the  marketplace 
or  upon  regulations,  standards  and  controls  developed  by  the  Federal 
Government. 
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Recent  experience  has  again  demonstrated  that  Federal  price  and 
allocation  controls  on  energy  ultimately  work  against  the  best  inter- 
ests of  consumers  because  they  reduce  incentives  to  produce  new 
supplies,  they  reduce  competition  and  they  reduce  freedom  of  choice. 
For  example,  Federal  price  controls  on  natural  gas  have  been  a  major 
factor  leading  to  declining  production  and  to  wasteful  and  inefficient 
use  of  this  resource.  Also,  controls  on  crude  oil  have  contributed  to 
a  decline  in  production. 

Federal  price  and  allocation  controls  inevitably  mean  that  the 
Government  must  employ  people  to  develop,  issue  and  revise  regula- 
tions; to  sit  in  judgment  on  requests  for  exceptions  when  the  regula- 
tions do  not  fit  real  world  circumstances;  and  to  enforce  the  regu- 
lations. Federal  controls  mean  that  millions  of  decisions  by  producers, 
distributors,  wholesalers,  retailers  and  consumers  must  conform  with 
Government-developed  regulations — even  when  the  people  directly 
involved  know  that  another  course  of  action  makes  more  sense  and 
would  still  be  in  the  national  interest. 

The  principal  alternative  to  Federal  regulation  and  controls  is  to 
allow  prices  and  allocation  of  energy  supplies  to  be  determined  in  the 
marketplace — with  decisions  made  by  individuals  most  directly 
affected.  In  some  cases,  avoiding  or  eliminating  price  controls  can 
mean  somewhat  higher  consumer  prices  in  the  short  run.  But  the 
higher  prices  help  stimulate  new  production  and  cut  down  on  waste- 
fulness. Market  decisions  are  also  made  faster  and  more  efficiently, 
and  often  result  in  cheaper  prices  than  if  the  government  made  the 
decision.  For  example,  the  higher  prices  that  will  result  from  removing 
price  controls  from  new  natural  gas  would  be  less  costly  for  consumers 
than  the  expense  of  switching  to  higher  priced  alternative  fuels. 

Mandatory  Conservation  Measures 

Most  of  the  problems  resulting  from  Federal  price  controls  also 
result  from  Federal  attempts  to  dictate  specific  actions  by  individuals 
to  conserve  energy.  The  prospect  of  higher  energy  prices  already  is 
stimulating  major  efforts  by  individuals  and  organizations  through- 
out the  country  to  use  existing  products  and  develop  new  means  to 
reduce  wasteful  and  inefficient  uses  of  energy.  Such  voluntary  action 
by  consumers  is  far  preferable  to  mandatory  measures  selected  and 
enforced  by  a  larger  and  more  obtrusive  Government. 

Resource  Exploration  and  Energy  Production 

The  Congress  will  again  be  faced  with  the  question  of  whether  the 
Federal  Government  should  be  directly  involved  in  energy  resources 
exploration,  development,  production  and  refining  activities. 

Some  argue  that  such  activities  can  be  performed  better  by  the 
Federal  Government,  that  it  is  necessary  to  have  a  Govern- 
ment "standard"  to  evaluate  private  industry  performance  and 
prices,  or  that  subsidized  Government  performance  is  necessary  to 
hold  down  consumer  prices.  Others  argue  that  the  Government  should 
itself  explore  Federal  lands  to  better  ascertain  the  value  of  lands  that 
it  leases  for  the  production  of  energy  resources. 

In  fact,  the  Federal  Government  can  seldom  perform  these  functions 
faster,  more  efficiently  or  at  lower  cost  than  private  industry.  There 
is  no  convincing  evidence  that  the  competitive  leasing  system  now 
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used  does  not  provide  a  fair  return  and  adequately  protect  the  public 
interest. 

Despite  this,  proposals  undoubtedly  will  continue  to  surface  which 
would  expand  the  size  and  role  of  the  Federal  Government  to  include 
exploration,  production  and  related  activities.  Accordingly,  the  best 
course  of  action  will  be  to  insist  upon  hard  facts  to  support  the  pro- 
posal and  close  scrutiny  of  each  measure  to  see  whether  the  advantages 
outweigh  the  disadvantages. 

Energy  Research,  Development  and  Demonstration 

Still  other  questions  before  the  Congress  involve  the  Federal  role 
and  funding  for  developing,  demonstrating  and  promoting  the  use  of 
new  technologies  for  energy  production  and  conservation. 

I  believe  that  Federal  funding  is  necessary  and  appropriate  for  the 
development  of  new  energy  technologies  which  show  promise  of 
providing  a  significant  and  economical  way  of  producing  or  conserving 
energy — but  only  when  such  technologies  would  not  be  developed  by 
the  private  sector.  During  the  past  two  years,  I  have  requested 
major  increases  in  funding  for  energy  R&D  to  carry  out  this  policy. 

However,  continued  vigilance  is  needed  to  prevent  the  use  of 
Federal  funds  to  duplicate  or  displace  funds  which  industry  would 
otherwise  spend,  and  to  insure  that  the  Federal  Government  does  not 
fund  efforts  which  industry  has  rejected  for  lack  of  merit. 

In  addition,  new  energy  technologies  must  find  acceptance  and 
application  in  the  private  sector — unlike  the  situation  in  military 
and  space  exploration  programs  where  the  Federal  Government  is  the 
only  customer.  This  presents  a  special  challenge  because  those  re- 
sponsible for  managing  Federal  funds  for  energy  R&D  often  are  not 
in  a  good  position  to  determine  which  technologies  are  likely  to  meet 
success  in  the  private  sector. 

The  Federal  Government  is  not  well  equipped  to  carry  out  com- 
mercialization, marketing,  promotional  and  technical  assistance  for 
particular  energy  technologies,  products  and  services.  Such  activities 
should  be  left  to  private  industry. 

At  present,  the  Federal  activities  that  would  contribute  most  to 
the  resolution  of  our  energy  problem  are: 

Adopting  changes  in  laws,  policies  and  programs  that  will 
lead  to  a  framework  within  which  individuals  and  organizations 
outside  the  Federal  Government  can  make  efficient,  effective 
and  equitable  decisions  about  energy.  Laws  and  policies  which 
discourage  energy  production  or  energy  conservation  should  be 
modified. 

Providing  carefully  targeted  support  for  energy  R&D. 
Providing  incentives  and  assistance  where  necessary — such  as 
tax  relief — in  order  to  encourage  energy  conservation  and  aid 
low-income  people  in  adjusting  to  higher  energy  prices  which  are 
necessary  to  generate  new,  adequate  supplies. 

Interdependence  of  the  United  States  and  Other 
Consumer  Nations 

The  1973-74  embargo,  and  the  impact  of  sharply  increased  prices 
for  OPEC  oil,  demonstrated  clearly  that  the  interests  of  the  United 
States  are  tied  closely  to  those  of  other  nations  which  are  net  importers 
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of  energy.  Events  in  the  last  3  years  have  demonstrated  further  that 
the  economies  of  all  nations  are  interrelated  and  the  no  nation  can  be 
truly  economically  independent  in  the  world  today.  Many  of  our  allies, 
and  particularly  the  developing  countries,  do  not  have  major  unde- 
veloped energy  resources  and  therefore  are  even  more  dependent  upon 
imported  energy  than  is  the  United  States. 

Much  progress  has  been  made  in  strengthening  energy  cooperation 
among  the  industrialized  nations  through  the  International  Energy 
Agency.  Together  we  have  coordinated  efforts  to  reduce  our  collective 
vulnerability  by  establishing  a  long-term  program  for  conservation  and 
development  of  new  energy  sources,  and  an  energy-sharing  program  to 
safeguard  against  supply  interruptions.  It  is  in  the  best  interests  of  the 
United  States  to  continue  to  work  with  and  assist  other  energy-con- 
suming countries  in  meeting  their  energy  needs — by  reinforcing  their 
conservation  efforts,  accelerating  development  of  conventional  and 
new  energy  sources,  and  encouraging  the  application  of  practical  new 
energy  technologies. 

Such  efforts  will  help  to  achieve  our  objective  over  the  long:  term 
of  a  better  equilibrium  between  energy  supply  and  demand  in  the 
world,  so  that  no  one  group  of  nations  will  be  able  to  impose  its  will  on 
others.  Unless  we  are  willing  to  cooperate  with  others,  and  provide 
adequate  assistance  in  this  area,  continued  dependence  by  many  na- 
tions on  a  few  countries  for  energy  supplies  will  remain  a  major  source 
of  world  political  instability,  uncertainty,  and  economic  hardship. 

At  the  same  time,  of  course,  we  must  continue  our  efforts  to 
strengthen  relations  between  oil-importing  and  exporting  nations,  rec- 
ognizing that  cooperation  is  important  to  the  future  well-being  of 
both. 

Achieving  Balance  Among  Conflicting  Objectives 

In  recent  years,  we  have  been  faced  more  and  more  with  the  dilemm  a 
that  actions  taken  to  achieve  one  important  objective  conflict  with 
efforts  to  achieve  other  objectives.  For  example,  we  learned  that 
tough  standards  and  deadlines  applied  in  the  early  1970's  to  reduce 
pollutions  from  automobiles  and  improve  air  quality  resulted  in  lower 
gasoline  mileage  and  higher  gasoline  consumption,  poorer  vehicle 
performance  and  higher  consumer  costs. 

Conflicting  objectives  are  becoming  more  and  more  apparent  as  we 
recognize  that  the  easy  solutions  are  illusions  and  that  there  are  major 
dangers  in  expanding  the  Federal  role.  The  Nation  must,  therefore, 
face  up  to  the  task  of  achieving  a  balance  among  conflicting  objectives 
involving  energy. 

Law  Consumer  Price  vs.  Adequate  and  Secure  Energy  Supplies 

The  reality  that  must  be  faced  which  appears  to  cause  the  most 
difficulty  for  elected  officials  is  the  inevitability  of  higher  energy  prices. 
Energy  prices,  particularly  for  consumers,  will  increase  in  the  future 
principally  because  prices  in  the  past  have  been  held  artificially  low 
through  Government  controls,  because  cheaper  domestic  energy  re- 
sources are  being  depleted,  because  past  energy  prices  have  not  re- 
flected the  costs  of  environmental  protection,  and  because  foreign 
nations  are  charging  more  for  the  energy  that  they  export.  There 
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simply  are  no  cheap  energy  alternatives.  Higher  prices  will  continue 
to  be  a  major  factor  in  obtaining  adequate  and  secure  energy  supplies. 
This  difficulty  is  compounded  for  elected  officials  because  it  takes  a 
long  time  in  energy  matters  for  our  actions  to  show  results — a  con- 
dition that  is  not  readily  accepted  in  a  Nation  that  prefers  quick 
results.  The  prospect  of  higher  prices  will  provide  the  incentive  for 
increased  energy  production  but  it  then  takes  up  to  5  years,  for 
example,  to  bring  a  new  off-shore  oil  well  into  production  and  up  to 
10  years  to  bring  a  new  nuclear  electric  generating  plant  on  line. 

Environment  vs.  Energy 

An  equally  difficult  problem  is  that  of  finding  the  best  possible 
balance  between  our  energy  and  environmental  objectives.  Our 
environmental  objectives  are  also  important  in  protecting  health  and 
welfare,  improving  our  quality  of  life,  and  preserving  natural  resources 
for  future  generations.  On  the  other  hand,  an  adequate  energy  supply 
is  essential  to  our  objectives  for  a  strong  economy,  national  defense 
and  role  in  world  affairs,  and  in  achieving  a  better  life  for  all. 

The  conflict  between  energy  and  environmental  objectives  will 
require  attention  when  the  Congress  considers  amendments  to  the 
Clean  Air  Act,  changes  in  laws  governing  the  development  of  Fed- 
erally-owned energy  resources,  improvements  in  the  processes  for 
siting  and  approving  energy  facilities,  and  controls  on  domestic 
energy  production  activities  such  as  the  surface  mining  of  coal. 

More  specifically,  air  quality  requirements  forced  shifts  away  from 
the  use  of  domestic  coal  to  the  use  of  oil  and  natural  gas  which  are 
now  in  short  supply.  Some  air  quality  requirements — particularly 
emission  standards  set  by  states — are  far  tighter  than  necessary  to 
meet  standards  which  have  been  set  to  protect  human  health. 

Efforts  are  now  underway  to  reverse  this  trend  but  it  is  clear  that 
increased  production  and  utilization  of  domestic  coal  in  the  short 
term  requires  either  billion  dollar  investments  in  controversial  control 
equipment  or  some  relaxation  of  existing  air  quality  requirements. 
Most  such  requirements  were  set  before  we  were  aware  of  our  energy 
problems,  and  often  without  sufficient  regard  to  energy  or  consumer 
price  impact.  They  often  prevent  substitution  of  coal  resources  for 
oil  and  gas  and  prevent  construction  of  new  coal  producing  and 
burning  facilities. 

As  another  example,  concerns  about  environmental  protection  and 
reclamation  requirements  for  surface  mining  activities  led  to  legisla- 
tion— twice  vetoed — which  would  have  imposed  unnecessarily  rigid 
requirements,  cut  domestic  coal  production  and  employment  and  led 
to  even  greater  reliance  on  imported  oil.  Under  these  bills,  Federal 
regulations  and  enforcement  activities — which  would  contribute  to  a 
larger  more  cumbersome  Federal  Government— would  have  sup- 
planted State  laws  and  enforcement  activities  which  are  now  in  place 
and  which  require  reclamation  as  a  condition  of  mining. 

Limiting  Growth 

The  concept  of  limiting  growth  and  development  is  an  important 
ingredient  in  some  efforts  to  halt  increased  domestic  energy  production 
or  to  develop  and  use  newer  energy  technologies.  Limits  on  growth 
and  development  may  be  necessary  in  particular  areas,  but  I  oppose 
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strongly  the  concept  of  limiting  growth  as  an  objective  in  itself. 
For  the  Nation,  I  continue  to  believe  that  our  best  hope  for  increasing 
the  standard  of  living  and  the  quality  of  life  for  all  our  people  is  to 
expand  and  strengthen  our  economy  and,  in  this  way,  create  meaning- 
ful and  productive  jobs  for  all  who  are  willing  and  able  to  work.  The 
energy  policies  and  goals  that  I  have  advocated  do  not  require  limiting 
our  economic  growth  below  historic  rates. 

Eliminating  Risk 

In  some  cases,  attempts  to  increase  domestic  energy  production — 
particularly  from  nuclear  energy  and  coal  and  oil  and  gas  resources 
from  Outer  Continental  Shelf — are  met  with  demands  that  virtually 
all  safety  and  environmental  risks  be  eliminated. 

There  should  be  no  disagreement  that  major  efforts  are  necessary 
to  protect  human  health  and  the  environment.  For  example,  strong 
efforts  have  already  been  made  in  the  case  of  nuclear  energy  and  an 
excellent  record  of  safety  and  minimum  environmental  impact  has 
been  achieved.  However,  it  must  be  recognized  that  there  is  no 
practical  way  of  completely  eliminating  all  risks.  Further,  each 
additional  precaution  adds  cost  in  terms  of  reduced  supplies  or 
higher  prices.  Risk  levels  that  have  already  been  achieved  in  many 
energy  producing  activities  are  often  far  lower  than  those  readily 
accepted  in  other  human  activities. 

Because  different  Committees  of  Congress  have  responsibility  for 
competing  objectives,  it  is  especially  difficult  to  achieve  a  satis- 
factory balance  among  our  national  objectives  in  new  legislation. 
This  will  be  a  continuing  problem  in  the  new  Congress  and  I  can 
only  urge  that  each  measure  affecting  energy  supply  and  demand, 
which  also  involves  other  objectives,  be  evaluated  carefully  to  assure 
that  the  resulting  costs,  risks  and  benefits  are  truly  in  the  national 
interest. 

The  Need  for  Substantive  Legislation  Affecting  Energy 

We  have  made  significant  progress  over  the  past  two  years  toward 
establishing  the  framework  of  law  and  policies  that  are  needed  to 
permit  decisions  and  actions  that  will  help  solve  our  energy  problem. 

Nine  of  the  proposals  that  I  submitted  have  been  enacted  into 
law.  However,  there  remains  a  long  list  of  requirements  for  early 
Congressional  action. 

Highest  Priority 

Because  of  the  large  number  of  legislative  proposals  that  need 
action,  I  want  to  make  clear  that  I  believe  highest  priority  should  be 
given  to  measures  wdiich : 

Remove  Federal  price  regulation  from  new  natural  gas  supplies. 
This  action  is  crucial  to  increasing  domestic  production  and 
reducing  wasteful  and  inefficient  uses. 

Revise  domestic  crude  oil  price  controls  to  allow  greater  flexi- 
bility in  establishing  a  pricing  formula  that  will  encourage  in- 
creased domestic  production  and  assist  in  phasing  out  controls. 
This  action  is  needed  to  overcome  problems  in  the  current  law 
and  to  reduce  market  distortions  that  have  resulted. 
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Make  clear  our  determination  to  expand  capacity  in  the 
United  States,  principally  through  the  efforts  of  private  industry, 
to  enrich  uranium  needed  to  provide  fuel  for  nuclear  power 
plants.  This  action  is  necessary  to  permit  increased  use  of  nuclear 
power  in  the  U.S.  and  to  assure  other  nations  that  we  will  be  a 
reliable  supplier  of  uranium  enrichment  services — a  step  that  is 
critical  to  our  nuclear  non-proliferation  objectives. 
Amend  the  Clean  Air  Act  to: 

Change  the  statutory  requirements  for  meeting  auto 
emission  standards  so  that  there  can  be  a  better  balance 
among  our  environmental  quality,  energy,  economic  and 
consumer  price  objectives. 

Provide  flexibility  in  meeting  national  air  quality  standards 
applicable  to  power  plants  and  major  industrial  facilities  so 
that  the  use  of  coal  can  be  continued  and  expanded,  and  so 
that  new  energy-producing  facilities  can  be  constructed  in 
selected  areas  that  have  not  yet  attained  national  air  quality 
standards. 

Remove  the  requirement  imposed  by  the  courts  for  pre- 
venting significant  deterioration  of  air  quality  in  areas 
already  meeting  air  quality  standards — until  information 
is  available  on  the  impact  of  such  actions  and  informed 
decisions  can  be  made. 

Other  Important  Proposals 

In  addition  to  the  above  select  list,  favorable  action  is  needed  from 
the  Congress  on  legislation  in  all  the  following  areas  : 

Natural  Gas 
Temporary  emergency  legislation  to  allow  pipelines  and  high  priority 
users   to    obtain   intrastate   gas    at   unregulated    prices   for   limited 
periods — to  help  cope  with  shortages  and  curtailments. 

Oil 

Authorization  for  the  President  to  impose  fees  and  taxes  as  standby 
emergency  measures  to  reduce  energy  consumption  in  the  event  of 
another  embargo — to  avoid  the  inefficiencies  and  burdens  of  mandatory 
conservation  measures  in  such  emergencies. 

An  Oil  Spill  Liability  Act — to  establish  a  comprehensive  system  of 
liability  and  compensation  for  oil  spill  damage  and  removal  costs. 

Authorization  for  private  competitive  exploration  and  development 
of  the  National  Petroleum  Reserve  in  Alaska. 

Coal 

Extension  of  the  authority  to  require  utilities  and  other  major  fuel- 
burning  installations  to  convert  from  oil  and  gas  to  coal. 

Changes  in  provisions  of  the  Coal  Leasing  Amendments  Act  of  1976 
which  unnecessarily  delay  or  restrict  leasing  and  development  of  coal 
on  Federal  lands. 

Authority  for  the  use  of  eminent  domain  in  the  construction  of  coal 
slurry  pipelines  and  authority  for  the  Secretary  of  the  Interior  to  issue 
certificates  of  public  convenience  and  necessary  to  expedite  slurry 
pipeline  construction. 
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Nuclear  Energy 

Authority  for  the  Energy  Research  and  Development  Administra- 
tion to  enter  into  cooperative  agreements  with  firms  wishing  to  finance, 

build,  own  and  operate  uranium  enrichment  plants — to  assure  the 
availability  of  required  capacity  and  avoid  the  need  for  billions  of 
dollars  in  Federal  outlays  when  the  private  sector  can  provide  the 
financing. 

Authority  to  increase  the  price  for  uranium  enrichment  services 
performed  in  Government-owned  plants — to  assure  a  fair  return  to  the 
taxpayers  for  their  investment,  to  price  services  more  nearly  com- 
parable to  their  private  sector  value,  and  to  end  the  unjustified  subsidy 
by  taxpayers  to  both  foreign  and  domestic  customers. 

Criteria  for  the  control  of  nuclear  exports  which  is  necessary  Lo 
round  out  the  comprehensive  nonproliferation,  export  control,  re- 
processing evaluation  and  waste  management  program  I  outlined  in 
my  October  28,  1976,  statement  on  nuclear  policy. 

Reform  the  nuclear  facilities  licensing  process  by  providing  for 
early  site  review  and  approval  and  encouraging  standardization  of 
nuclear  facility  design. 

Building  Energy  Facilities 

Establishment  of  an  Energy  Independence  Authority  (EIA),  a  new 
government  corporation,  to  assist  private  sector  financing  of  new 
energy  facilities. 

Legislation  to  encourage  states  to  develop  comprehensive  and  co- 
ordinated process  to  expedite  review  and  approval  of  energy  facilities 
siting  applications,  and  to  assure  the  availability  of  sites. 

Energy  Conservation 

Tax  credit  for  homeowners  to  provide  up  to  SI 50  for  purchasing  and 
installing  insulation  in  existing  residences. 

Reform  of  rate  setting  practices  applicable  to  public  utilities — to 
expedite  consideration  of  proposed  rate  changes  and  assure  that  rates 
reflect  full  costs  of  generating  and  transmitting  power. 

1978  Budget  Requests 

My  1978  Budget  which  will  soon  be  forwarded  to  the  Congress  will 
include  major  new  funding  to : 

Continue  and  expand  our  extensive  program  of  energy  research 
and  development  in  cooperation  with  private  industry  which  is 
directed  toward  new  technologies  for  conserving  energy  and  for 
producing  energy  from  fossil,  nuclear,  solar  and  geothermal 
sources. 

Implement  the  Early  Storage  Program  as  part  of  the  Strategic 
Petroleum  reserves  which  will  provide  up  to  500  million  barrels 
of  oil  for  use  in  emergency  situations  such  as  an  embargo. 

Implement  my  comprehend ve  nuclear  policy  statement  i-sued 
on  October  28,  1976. 

Continue  ERDA's  development  program  on  the  liquid  metal 
fast  breeder  reactor — to  resolve  any  remaining  environmental, 
safety  and  safeguards  questions — so  that  this  technology  will  be 
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available  to  bridge  the  gap  until  advanced  technologies  can  make 
their  contribution  to  our  energy  needs. 

Provide  increased  operating  funds  for  other  Federal  energy 
activities. 
I  urge  the  Congress  to  approve  these  funding  requests. 

Reorganization  of  Federal  Energy  Activities 

Under  the  provisions  of  the  Energy  Conservation  and  Production 
Act  of  August  1976,  I  am  called  upon  to  make  recommendations  to 
the  Congress  "with  respect  to  the  reorganization  of  Federal  energy 
and  natural  resource  activities.  At  my  direction,  a  major  study  of 
alternatives  had  already  been  undertaken  in  May  1976  under  the 
leadership  of  the  Energy  Resources  Council  and  the  Office  of  Manage- 
ment and  Budget. 

I  have  reviewed  the  findings  and  recommendations  from  the  study. 
Within  the  next  few  days,  I  will  forward  my  recommendations  to 
the  Congress. 

Time  To  Act 

The  Nation  has  waited  far  too  long  for  completion  of  a  sound  a^d 
effective  national  energy  policy.  In  many  cases,  the  issues  are  complex 
and  controversial,  the  decisions  are  tough  to  make — particularly 
because  the  right  decisions  will  be  unpopular  in  the  short  run.  The 
costs  of  continued  energy  dependence  are  far  too  great  for  further 
delay. 

The  Congress  can  act.  It  is  a  matter  of  organizing  itself  to  make 
the  tough  decisions  and  choices  and  moving  ahead  with  the  task.  I 
urge  the  Congress  to  weigh  the  alternatives  carefully  and  proceed 
promptly. 

Gerald  R.  Ford. 

The  White  House,  January  7,  1977. 


STATEMENT  ANNOUNCING  INITIATIVES  TO  DEAL 
WITH  THE  ENERGY  CRISIS 


January  21,  1977 


As  many  Americans  know  from  direct  personal  experience,  this 
Nation  is  confronted  by  near-critical  shortages  in  natural  gas  supplies. 
This  has  been  one  of  the  coldest  winters  in  our  history.  Electric 
utilities  are  experiencing  record  demand.  Great  stress  has  been  placed 
on  supplies  of  alternative  fuels  for  heating. 

Plants  have  been  forced  to  close  down  in  a  number  of  States  cur- 
rently affecting  over  200,000  workers.  An  equal  number  of  children 
have  been  turned  out  of  their  schools  because  of  natural  gas  shortages. 
As  a  former  governor,  I  know  firsthand  the  extent  of  the  problem 
facing  State  governments  which  are  presently  attempting  to  deal  with 
the  crisis.  I  am  even  more  concerned  about  the  growing  cost  in  human 
suffering  that  will  increase  if  severe  winter  weather  continues. 

In  order  to  deal  with  this  situation  in  a  prompt  and  coordinated 
fashion,  Dr.  Schlesinger,  as  my  personal  representative,  Senator  Adlai 
Stevenson  and  Representative  John  Dingell,  the  Chairmen  of  the 
respective  Senate  and  House  Subcommittees  having  jurisdiction  over 
natural  gas,  Chairman  Richard  Dunham  and  the  members  of  the 
Federal  Power  Commission,  and  consumer  representative  Lee  White 
have  today  met  with  representatives  of  the  Nation's  interstate  pipe- 
lines to  obtain  a  current  measure  of  the  shortage  and  to  identify  the 
options  available  to  deal  with  the  situation  on  an  emergency  basis. 

The  industry  indicated  willingness  to  work  cooperatively  with  the 
Government  in  dealing  with  the  crisis.  I  can  pledge  that  the  Govern- 
ment will  use  the  full  measure  of  its  authority  to  respond  forthrightly 
to  minimize  the  adverse  affects  of  this  situation.  I  have  instructed 
Dr.  Schlesinger  to  work  with  congressional  leaders  to  develop  emer- 
gency legislation  that  will  augment  our  legal  means  to  distribute 
equitably  our  available  supplies  to  protect  property  and  safeguard  the 
health  and  safety  of  our  people. 

Some  affirmative  action  has  already  been  undertaken  to  help 
alleviate  the  situation.  The  Federal  Power  Commission  has  extended 
emergency  orders  to  allow  more  intrastate  natural  gas  to  enter  the 
interstate  system.  The  Canadian  Government  has  agreed  to  make 
additional  natural  gas  available  on  an  emergency  basi<.  The  Federal 
Energy  Administration  has  been  directed  to  review  existing  authorities 
to  expedite  the  use  of  propane  to  supplement  natural  gas  supplies 
and  to  assure  that  fuel  oil  supplies  will  be  available  to  prevent  localized 
spot  shortages. 
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I  recognize  the  critical  need  for  the  legislative  and  the  executive 
branches  to  work  together  to  put  all  the  instrumentalities  of  Govern- 
ment to  work  to  help  alleviate  this  crisis.  Today,  we  are  beginning  this 
effort.  But  the  most  important  short-term  priority  will  be  to  save 
energy.  We  can  secure  additional  supplies  and  put  an  energy  alloca- 
tion program  in  place.  But  without  public  conservation,  there  may  not 
be  enough  energy  to  allocate.  I  am  calling  on  all  Americans,  whether 
their  homes  are  heated  by  natural  gas,  heating  oil  or  some  other  fuel, 
to  turn  their  thermostats  down  to  65  degrees  in  the  daytime  and  lower 
at  night.  By  this  action,  great  savings  are  possible.  I  am  immediately 
directing  that  this  discipline  be  observed  in  all  Government 
installations. 

I  have  great  confidence  in  our  ability  to  respond  effectively  to  deal 
with  this  crisis  and  reduce  consumption  to  manageable  levels  over 
the  remainder  of  the  winter.  If  we  work  together  we  will  accomplish 
much  and  our  reward  will  be  measured  in  the  jobs  we  save  and  the 
human  suffering  we  alleviate. 

Today's  crisis  is  a  painful  reminder  that  our  energy  problems  are 
real  and  cannot  be  ignored.  This  Nation  needs  a  coherent  energy 
policy  and  such  a  program  of  energy  action  will  be  formulated  promptly. 

Jimmy  Carter. 

The  White  House,  January  21,  1977. 


REMARKS  ON  SIGNING  THE  EMERGENCY  NATURAL 
GAS  ACT  OF  1977 


February  2,  1977 


While  I  was  Governor,  I  signed  about,  I  think,  2,500  bills.  But 
this  is  my  first  one  to  sign  as  President. 

I  want  to  thank,  first  of  all,  all  the  distinguished  leaders  of  the 
Congress  behind  me  who  made  possible  the  passage  of  this  important 
legislation. 

We  are  now  in  the  midst  of  a  very  serious  energy  crisis  brought 
about  not  so  much  by  the  shortage  of  natural  gas,  but  an  inability 
to  distribute  it  where  it's  needed  in  our  country. 

I  asked  the  Congress  just  a  few  days  ago  to  give  emergency  powers 
to  me  and  to  the  Federal  Power  Commission  and  others  to  provide 
some  reasonable  assurance  to  the  American  people  that  natural  gas 
could  be  placed  in  our  country  where  it's  needed  most. 

We  now  have  literally  thousands  of  factories  closed  down,  about 
500,000  workers  out  of  jobs,  because  of  the  natural  gas  shortage. 

And  this  emergency  legislation  which  was  passed  just  tonight 
will  now  be  signed  into  law.  I'm  very  proud  to  have  a  chance  to  sign 
this  first  law  into  being  because  it's  important  to  our  people.  And  I 
hope  it  demonstrates  a  good  example  of  a  close  harmony  and  close 
working  relationship  that  I  can  maintain  with  the  Congress  in  weeks 
to  come. 

After  signing  the  act  which  authorizes  emergency  powers  and 
action,  it's  also  necessary  to  sign  an  Executive  order  declaring  that  an 
emergency  does  exist.  And  at  this  time,  I'd  like  to  proclaim  and  de- 
clare that  a  natural  gas  emergency  does  exist  within  the  meaning  of 
Section  III  of  this  act  and,  with  "this  signature,  implement  the  pro- 
visions of  the  act  which  has  just  been  passed. 

The  third  document  that  has  to  be  signed  is  one  directing  the  Chair- 
man of  the  Federal  Power  Commission  to  assume  the  authorities 
granted  to  him  in  this  act  and,  also,  to  direct  the  other  members  of 
the  Cabinet-level  agencies  in  government  to  initiate  action  that  will 
make  possible  the  orderly  transfer  of  natural  gas  to  areas  where  it's 
needed. 

I  might  add  that  last  night  the  President  of  Mexico,  my  friend, 
Mr.  Lopez  Portillo,  notified  us  that  they  were  transferring  large 
quantities  of  oil  and  natural  gas  to  our  country.  And  just  a  few 
minutes  ago,  I  had  a  call  from  Governor  Brown  in  California,  saying 
that  because  of  very  strict  conservation  measures  that  had  been 
initiated  in  California,  even  though  they  don't  have  a  severe  winter 
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situation  there,  that  10  billion  cubic  feet  of  natural  gas  would  be  di- 
verted from  California  to  the  eastern  part  of  our  country  where  the 
shortage  exists.  And  without  this  legislation,  the  transfer  of  that  gas 
in  an  efficient  way  would  have  been  completely  impossible.  So,  im- 
mediately, this  bill  will  be  beneficial  to  us  all. 

By  the  middle  of — I'd  say  by  th  20th  of  April — we  hope  to  have  a 
much  more  comprehensive  proposal  on  energy  to  present  to  the 
Congress.  And  Dr.  James  Schlesinger,  who  is  Assistant  to  me  here  in 
the  White  House,  will  be  in  charge  of  developing  that  new  energy 
policy. 

So  I'd  like  to  thank  all  of  you  again  for  being  so  helpful  to  me  and 
to  the  country,  which  is  typical  of  the  great  attitude  that  the  Congress 
has  always  maintained. 

Thank  you  again. 

Jimmy  Carter. 

The  White  House,  February  2,  1977. 


A  PROCLAMATION  ON  NATURAL  GAS  EMERGENCY 


February  2,  1977 


Declaring  a  Natural  Gas  Emergency 

Abnormal  weather  conditions  have  caused  prevailing  temperatures 
in  the  United  States,  particularly  in  the  East  and  Midwest,  to  be  well 
below  normal  for  the  past  three  months.  Many  interstate  natural 
gas  pipelines  and  local  natural  gas  distribution  companies  do  not  have 
sufficient  supplies  of  flowing  or  stored  gas  to  meet  current  demand. 
The  shortage  of  natural  gas  available  to  some  interstate  pipelines  and 
local  distribution  companies  has  been  so  severe  as  to  cause  them  to 
curtail  or  to  be  in  imminent  danger  of  curtailing  natural  gas  supplies 
to  residences,  small  commercial  establishments  and  other  high  priority 
users,  so  as  to  endanger  life  or  health,  and  risk  damage  to  plant  or 
other  facilities. 

Other  interstate  pipelines  and  distribution  companies,  however, 
have  more  than  adequate  supplies  of  natural  gas  to  meet  the  needs 
of  residences,  small  commercial  establishments  and  other  high  priority 
users. 

In  light  of  the  severe  shortage  of  natural  gas  supplies  available  to 
some  firms  and  the  disparity  of  natural  gas  supplies  in  various  regions 
of  the  United  States,  the  exercise  of  extraordinary  authority  for 
emergency  deliveries  and  transportation  of  natural  gas  pursuant  to 
Section  4  of  the  Emergency  Natural  Gas  Act  of  1977  is  necessary  to 
assist  in  meeting  the  requirements  of  natural  gas  for  residences,  small 
commercial  establishments,  and  other  high  priority  users  in  the 
United  States  or  regions  thereof.  No  measures  other  than  those 
authorized  by  Section  4  of  the  Emergency  Natural  Gas  Act  of  1977 
are  adequate  to  assist  in  meeting  the  requirements  of  natural  gas  for 
residences,  small  commercial  establishments,  and  other  high  priority 
users  in  the  United  States  or  regions  thereof. 

Now,  Therefore,  I,  Jimmy  Carter,  President  of  the  United 
States  of  America,  by  virtue  of  the  authority  vested  in  me  by  the 
Constitution  and  statutes  of  the  United  States,  including  the  Emer- 
gency Natural  Gas  Act  of  1977,  do  hereby  proclaim  and  declare  that 
a  natural  gas  emergency  exists  within  the  meaning  of  Section  3  of 
said  Act. 

In  Witness  Whereof,  I  have  hereunto  set  my  hand  this  second 
day  of  February,  in  the  year  of  our  Lord  nineteen  hundred  seventy- 
seven,  and  of  the  Independence  of  the  United  States  of  America  the 
two  hundred  and  first. 

Jimmy  Carter. 

The  White  House,  February  2,  1977. 
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REMARKS  ON  PROPOSED  DEPARTMENT  OF  ENERGY 

LEGISLATION 


March  1,  1977 


I'm  going  to  give  a  brief  outline,  and  then  Dr.  Schlesinger  is  going 
to  explain  the  details  of  the  proposal. 

Today  we  sent  to  the  Congress  a  proposal  for  the  creation  of  a  new 
and  comprehensive  Department  of  Energy.  This  is  long  overdue. 
We  now  have  more  than  50  different  Federal  agencies  who  have 
divided  among  themselves  the  responsibilities  for  the  evolution  and 
the  carrying  out  of  an  energy  policy  for  our  country. 

I  think  that  you  can  see  from  the  two  charts  on  my  left  and  right 
the  difference  between  what  we  presently  have  and  what  is  being 
proposed.  This  is  just  a  block  diagram  of  the  departments  that  now 
are  involved  in  the  energy  question,  and  on  my  left,  is  the  proposal 
that  we  have  presented  to  the  Congress. 

This  morning,  Dr.  Schlesinger  met  with  a  number  of  key  Members 
of  Congress  who  are  interested  in  the  energy  field  and  began  to 
brief  them.  And  of  course,  ever  since  last  summer,  we've  been  working 
with  the  Members  of  Congress  for  this  purpose. 

This  department  will  make  it  possible  for  us  to  evolve  very  quickly 
a  comprehensive  energy  policy  which  we've  missed.  It  will  give  us 
an  opportunity  to  regulate  the  production  and  distribution  of  energy 
along  with  the  pricing  concepts  clearly  and,  I  believe,  cohesively. 

It  will  also  permit  us  to  channel  research  and  development  funds 
in  a  way  that  would  be  consistent  with  the  long-range  needs  of  our 
country.  It  will  let  us  insure  to  a  maximum  degree  that  the  data 
that  we  obtain  concerning  energy  reserves  are  accurate  and,  also 
that  the  American  people  might  trust  the  information  provided  to 
them  about  how  much  energy  we  have  available  in  different  forms. 
And  it  will  greatly  simplify  the  bureaucracy. 

Dr.  James  Schlesinger,  who  is  energy  adviser  to  me,  will  now  proceed 
with  the  briefing  and  will  answer  your  specific  questions  on  this 
department.  I  hope  that  the  Congress  will  act  expeditiously  in  this 
matter  because  it  is  so  important  to  our  country. 

On  April  20,  we  will  present  to  the  Congress  our  presentation  on  a 
comprehensive  energy  policy.  And  this  is  the  first  time,  I  believe, 
that  this  has  yet  been  attempted.  And  I  believe  that  because  of 
Dr.  Schlesinger's  ability  and  my  interest  and  the  enthusiasm  of  the 
Congress  and  the  great  need  for  the  American  people,  it  will  be  a 
successful  effort. 

Jimmy  Carter. 

The  White  House,  March  1, 1977. 
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Department  of  Energy 

To  the  Congress  of  the  United  States: 

I  hereby  transmit  to  the  Congress  proposed  legislation  which  will 
create  a  new  Cabinet  Department  of  Energy. 

This  legislation  is  a  major  step  in  my  Administration's  program  for 
a  comprehensive  reorganization  of  the  Executive  Branch. 

Nowhere  is  the  need  for  reorganization  and  consolidation  greater 
than  in  energy  policy.  All  but  two  of  the  Executive  Branch's  Cabinet 
departments  now  have  some  responsibility  for  energy  policy,  but  no 
agency,  anywhere  in  the  Federal  government,  has  the  broad  authority 
needed  to  deal  with  our  energy  problems  in  a  comprehensive  way. 

The  legislation  I  am  submitting  today  will  bring  immediate  order 
to  this  fragmented  system: 

It  will  abolish  the  Federal  Energy  Administration,  the  Energy 
Research  and  Development  Administration,  and  the  Federal 
Power  Commission,  thereby  eliminating  three  agencies  whose 
missions  overlap  and  sometimes  conflict,  and  whose  specialized 
perspectives  have  impeded  progress  toward  a  unified  energy 
policy. 

It  will  allow  us,  for  the  first  time,  to  match  our  research  and  de- 
velopment program  to  our  overall  energy  policies  and  needs.  This 
is  particularly  important  if  we  are  to  make  use  of  renewable 
energy  sources  such  as  solar  power. 

It  will  enable  us  to  move  more  quickly  toward  effective  energy 
conservation  by  combining  conservation  programs  which  are  now 
split  between  FEA  and  ERDA.  And,  to  make  certain  that  we  will 
see  results,  the  legislation  creates  an  Assistant  Secretary  for 
Conservation,  who  will  be  personalty  responsible  for  seeing  that 
the  conservation  program  is  carried  out. 

It  will  place  under  one  roof  the  powers  to  regulate  fuels  and  fuel 
distribution  systems,  powers  which  are  now  shared  by  the  FEA 
and  the  FPC  along  with  the  Securities  and  Exchange  Commission 
and    the    Interstate    Commerce    Commission.    An    institutional 
structure  built  on  the  premise  that  fossil  fuels  are  abundant  and 
cheap  no  longer  serves  well  in  an  era  of  fuel  scarcity: 
As  this  winter  has  shown  us,  uncoordinated  regulatory  policies  can 
have  serious  impacts  on  our  economic  and  social  well-being.   This 
reorganization  can  help  us  bring  currently  fragmented  policies  into  a 
structure  capable  of  both  developing  and  implementing  an  overall 
national  energy  plan.  At  the  same  time,  we  must  guard  the  quasi- 
judicial  aspects  of  the  regulatory  process  against  improper  influence. 
The  legislation  meets  this  concern  by  establishing  a  Board  of  Hearings 
and  Appeals  within  the  Department  which  is  free  from  the  control  of 
the  Secretary  of  Energv. 

In  addition  to  abolishing  the  FEA,  ERDA,  and  the  FPC,  the  legis- 
lation submitted  today  will  transfer  into  the  new  Department  several 
significant  energy -related  authorities  and  programs  which  now  belong 
to  other  departments.  These  include  the  building  thermal  efficiency 
standards  from  Housing  and  Urban  Development,  the  voluntary 
industrial  compliance  program  from  Commerce,  and  the  Navy  petro- 
leum and  oil  shale  reserves  from  Defense.  The  legislation  provides  for 
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consultation  between  the  Energy  Department  and  the  Department  of 
Transportation  on  auto  fuel  efficiency  standards,  and  establishes  a 
role  for  the  Energy  Secretary  in  the  REA  loan  program  at  Agriculture, 
Where  it  is  appropriate,  these  departments  will  still  carry  out  the 
program,  but  the  new  Energy  Department  will  give  them  the  policy 
guidance  needed  to  bring  unity  and  rational  order  to  our  energy 
program. 

Finally,  this  legislation  transfers  certain  parts  of  the  Interior  De- 
partment— those  concerning  fuels  data  collection  and  analysis,  and 
coal  mine  research  and  development — into  the  new  Department.  Coal 
mine  health  and  safety  research  will  not  be  transferred.  This  will  leave 
the  Department  of  Interior  still  in  charge  of  leasing  energy  resources 
under  Federal  control.  We  are  leaving  those  functions  in  Interior 
because  we  believe  that  the  responsibility  for  multiple-use  of  public 
lands,  and  for  their  environmental  protection,  belongs  in  one  depart- 
ment— Interior — that  can  reflect  a  broad  spectrum  of  concern.  The 
Energy  Department,  however,  will  set  long-term  production  goals  and 
will  have  policy  control  over  economic  aspects  of  the  leases.  This  will 
help  us  foster  competition  within  the  energy  industries  and  encourage 
production  of  leased  resources  as  expeditiously  as  possible. 

This  reorganization  will  also  bring  together  our  energy  data  gather- 
ing and  analysis  capabilities.  More  than  twenty  executive  departments 
and  aeencie>  now  operate  more  than  250  energv  data  programs.  The 
FEA.  ERDA,  FPC  and  the  Interior  Department's  Bureau  of  Mines 
together  have  more  than  100  such  programs.  This  fragmentation  is 
not  only  uneconomic  and  frustrating;  it  can  also  have  serious  conse- 
quences. We  have  seen  in  recent  weeks  that,  under  our  present  system, 
we  have  no  single  source  of  information  about  where  natural  gas 
shortages  were  greatest  and  where  supplies  were  still  available  to  help 
make  up  those  shortages.  Consolidating  these  major  data  programs  in 
an  Energy  Information  Administration  within  the  new  department 
will  now  give  us  the  ability  to  compile  information  which  is  complete, 
accurate  and  believable. 

There  are  many  things  this  legislation  does  not  try  to  do. 

I  believe  that  health,  safety  and  environmental  regulation  relating 
to  energy — unlike  economic  regulation — should  not  be  brought  into 
the  new  Energy  Department.  Because  public  concerns  about  the 
safety  of  nuclear  power  are  so  serious,  we  must  have  a  strong,  inde- 
pendent voice  to  ensure  that  safety  does  not  yield  to  energy  supply 
pressures.  Therefore,  the  Nuclear  Regulatory  Commission  will  re- 
main as  an  independent  body.  For  similar  reasons,  the  Environmental 
Protection  Agency  should  remain  independent  to  voice  environmental 
concern. 

Even  with  a  new  Department  of  Energy,  problems  of  interdepart- 
mental coordination  will  remain,  since  virtually  all  government  ac- 
tivity affects  energy  to  some  extent.  Establishing  this  department, 
however,  will  give  us  one  government  body  with  sufficient  scope  and 
authority  to  do  the  massive  job  that  remains  to  be  done.  Thus  this 
legislation  will  abolish  the  Energy  Resources  Council.  I  intend  to 
establish  by  Executive  Order  a  non-statutory  interdepartmental  co- 
ordinating body,  with  the  Secretary  of  Energy  as  its  chairman  to 
manage  government-wide  concerns  involving  energy. 
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This  legislation  contains  no  new  substantive  authorities.  Instead, 
by  eliminating  three  agencies  and  uniting  a  variety  of  existing  energy 
authorities,  the  legislation  I  am  submitting  today  will  help  reorganize 
the  Executive  Branch  in  a  rational,  orderly  way.  It  is  long  overdue. 
I  hope  to  work  with  the  Congress  to  achieve  our  initial  goal  of  a 
realistic  and  effective  energy  policy. 

Jimmy  Carter. 

The  White  House,  March  1,  1977. 

Note:  On  the  same  day,  the  White  House  issued  the  following 
release : 

Major  Provisions  of  Legislation  To  Create  a  Department 

of  Energy 

i.  components  of  department 

The  bill  proposes  creation  of  a  Department  of  Energy,  with  the 
following  major  structural  components: 

The  Federal  Energy  Administration ; 

The  Energy  Research  and  Development  Administration; 

The  Federal  Power  Commission; 

Certain  programs  and  functions  from  the  Interior  Department. 

The  four  regional  power  marketing  Administrations  (Bonneville, 
Alaska,  Southwest,  and  Southeast)  and  the  power  marketing  func- 
tions of  the  Bureau  of  Reclamation. 

Certain  programs  of  the  Bureau  of  Mines — i.e.,  the  fuels  data  pro- 
gram (which  collects  and  analyzes  data  principally  on  fossil  fuels)  and 
research  and  development  programs  related  to  improvements  in  coal 
mining  extraction  technology,  coal  preparation  and  analysis,  and 
technology  development  for  equipment  for  surface  mining. 

Certain  responsibilities  relating  to  leasing  of  energy  minerals  onshore 
and  offshore,  as  outlined  further  in  III  below. 

Policy  control  over  the  rate  of  the  exploration  program,  to  be  con- 
ducted by  Interior,  in  the  Naval  petroleum  reserve  in  Alaska. 

The  existing  statutory  authorities  for  the  thermal  efficiency  stand- 
ards program,  now  vested  in  the  Secretary  of  HUD  (these  authorities 
related  to  development  by  late  1979  of  standards  for  commercial  and 
residential  buildings;  implementation  of  these  standards,  pursuant  to 
Energy  Department  policy  guidelines,  would  continue  in  HUD. 

Existing  Commerce  Department  programs  to  promote  voluntary 
industrial  energy  conservation. 

The  jurisdiction  over  and  administration  of  the  three^  Naval  petro- 
leum reserves  in  California  and  Wyoming,  and  three  Naval  oil  shale 
reserves  in  Colorado  and  Utah,  currently  in  the  Defense  Department. 

The  authorities  vested  in  the  SEC  through  the  Public  Utility  Holding 
Company  Act  of  1935  to  regulate  mergers  in  the  electric  utility 
industry. 

The  authorities  currently  vested  in  the  ICC  to  regulate  oil  pipelines, 
including  valuation  and  ratemaking. 

In  addition,  the  Energy  Department  will  have  an  advisory  role  in 
recommending  goals  in  the  automobile  efficiency  standards  program 
to  the  Secretary  of  Transportation,  who  will  continue  to  have  primary 
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responsibility  for  the  program,  and  willl  have  a  right  of  concurrence  on 
approval  of  REA  loans  and  loan  guarantees  for  generating  and  trans- 
mission facilities  to  ensure  their  coordination  with  national  energy 
policy. 

II.    INTERNAL    STRUCTURE    OF    DEPARTMENT 

Creates  as  Presidentially  appointed  statutory  officers  subject  to 
Senate  advice  and  consent  the  Secretary,  a  Deputy  Secretar}r,  two 
Under  Secretaries,  an  Assistant  Secretary  for  Conservation,  an  As- 
sistant Secretary  for  Environment,  an  Assistant  Secretary  for  Energy 
Technology,  a  General  Counsel,  and  five  other  Assistant  Secretaries. 

Creates  a  statutory  Economic  Regulatory  Administration  and  an 
Energy  Information  Administration,  both  headed  by  Presidential 
appointees  subject  to  Senatorial  advice  and  consent. 

Creates  a  Board  of  Hearings  and  Appeals  (see  III  below) . 

Vests  all  powers  of  the  Department  in  the  Secretary,  with  the  excep- 
tion of  the  functions  vested  in  the  FEA  Office  of  Energy  Information, 
which  are  vested  directly  in  the  Administrator  of  the  Energy  Infor- 
mation Administration. 

Provides  that  the  Department  will  be  established  120  days  after 
enactment  of  the  legislation  to  provide  for  necessary  administra- 
tive work  to  be  accomplished. 

III.    REGULATORY    FUNCTIONS 

Functions  of  Economic  Regulatory  Administration 

The  Regulatory  Administration  will  carry  out  informal  rulemaking 
and  issuance  of  policy  statements  covering  the  economic  regulatory 
areas  within  the  Department. 

At  the  present  time,  this  principally  includes  coverage  of  FEA 
regulatory  activities  (pricing  and  allocation  of  petroleum  and  petro- 
leum products)  and  national  wellhead  pricing  of  natural  gas  by  the 
Federal  Power  Commission. 

In  addition,  in  the  future,  the  Secretary  or  the  Economic  Regula- 
tory Administration  will  be  able  to  issue  prospective  rules  to  simplify 
procedures  now  conducted  by  formal  rulemaking  or  adjudicatory 
proceedings  (i.e.,  proceedings  on  the  record  in  which  an  opportunity 
for  oral  argument  and  cross-examination  is  afforded). 

These  prospective  rules  will  aid  integration  of  policy  for  oil  and 
natural  gas  and  should  simplify  procedures  in  those  areas  (see  below) 
in  which  current  procedures  are  conducted  in  a  formal  on-the-record, 
trial-type  situation. 

Composition  and  Functions  oj  Hearings  and  Appeals  Board 

The  Hearings  and  Appeals  Board  is  made  up  of  three  Presidential 

appointees,  subject  to  Senate  advice  and  consent,  serving  4-year  terms 

and   removable  only  for  specified  causes.  They  are  insulated  from 

control  of  the  Secretary  by  virtue  of  these  protections. 

Initially,  the  functions  of  the  Hearings  and  Appeals  Board  would 

in  practical  terms  extend  to  all  matters  now  decided  on  the  record 

in  formal  proceedings. 

This  includes,  principally,   FPC  matters  pertaining  to  interstate 

wholesale    electricity    sales,    natural    gas    transportation    (pipeline) 

charges,  and  hydroelectric  facilities  licensing. 
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The  Board  may  hear  these  cases  initially,  or  may  give  them  initially 
to  Administrative  Law  Judges,  whose  decisions  could  then  be  appealed 
to  the  Appeals  Board. 

The  actions  of  the  Board  would  be  a  final  departmental  action, 
subject  to  review  only  in  the  courts. 

Over  time,  as  the  Secretary  or  the  Administrator  of  the  Economic 
Regulatory  Administration  issued  more  rules  of  general  applicability, 
the  complexity  of  the  individual  cases  handled  by  the  Board  should 
be  reduced,  as  the  number  of  issues  which  must  be  tried  in  individual 
case  is  reduced,  thereby  expediting  action. 

IV.    PUBLIC    LANDS    LEASING 

In  the  area  of  public  leasing,  a  process  arrangement  between  the 
Department  of  Energy  (DOE)  and  the  Department  of  the  Interior 
(DOI)  will  be  proposed.  Under  this  arrangement,  the  actual  leasing 
of  resources  will  remain  in  the  Interior  Department,  but  control 
over  broad  economic  and  energy  supply  goals  of  the  process,  and 
specific  controls  over  certain  procedures  within  the  process,  will 
reside  in  the  Energy  Department. 

(a)  Each  year  the  Energy  Secretary  will  develop  long-term  pro- 
duction goals  for  federally  controlled  onshore  and  offshore  energy 
resources,  resource  by  resource,  with  input  from  the  Interior  Secre- 
tary. The  goals  will  be  set  taking  into  account  reasonable  lead  times 
for  the  particular  resource  involved.  If  the  Interior  Secretary  con- 
cludes a  particular  goal  is  unrealistic,  the  matter  will  be  decided  by 
the  President.  (This  relationship  will  be  established  by  Executive 
order.) 

(b)  General  regulations  governing  the  leasing  program  will  be 
issued  by  DOI.  However,  regulations  covering  economic  terms  and 
conditions  of  leases,  as  specified  below,  will  be  established  by  DOE. 

Competitive  relationships  among  energy  companies  (such  as 
restrictions  on  joint  venture  bidding  by  major  oil  companies). 

Use  of  alternative  bidding  systems. 

Mandatory  rates  of  production. 

General  due  diligence  regulations. 

Procedures  for  acquiring  and  distributing  that  portion  of  the 
resources  allowed  by  law  to  be  acquired  in-kind  by  the  Federal 
Government. 

(c)  Issuance  of  specific  lease  terms  and  conditions  will  be  done  by 
DOI,  with  DOE  approval  required  only  for  those  areas  of  lease  terms 
and  conditions  covered  by  the  general  regulations  set  by  DOE  in 
(b),  above. 

(d)  In  the  post-lease  period,  DOE  will  fix  production  rates  for  the 
energy  resources. 

(e)  DOE  will  have  authority  to  recommend  cancellation  or  forfeiture 
of  the  lease  to  the  Interior  Secretary  for  failure  to  meet  those  pro- 
duction rates,  in  accordance  with  applicable  law  and  terms  of  the 
lease.  If  the  Interior  Secretary  determines  that  the  lease  will  not  be 
cancelled  or  forfeited,  his  reasons  for  that  determination  must  be 
published  in  the  Federal  Register  within  90  days.  (This  will  be  estab- 
lished by  Executive  order.) 
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(f)  A  leasing  Liaison  Committee  will  be  established,  with  a  Presi- 
dential designee  as  its  head  (coming  from  the  Energy  Department) 
and  membership  from  the  Energy  Department.  The  Committee  will 
act  as  a  vehicle  for  DOE  to  be  fully  informed  at  all  stages  of  the  leasing 
process,  and  will  enable  the  Secretary  of  Energy  to  make  recom- 
mendations to  the  Secretary  of  the  Interior  on  matters  relating  to 
leasing,  with  a  right  of  referral  by  the  Secretary  to  the  President  if  he 
feels  that  actions  or  failure  to  act  by  DOI  on  matters  rcommended 
to  it  are  adverse  to  the  responsibilities  of  DOE. 

Jimmy  Carter. 

The  White  House,  March  1,  1977. 


STATEMENT  ON  DECISIONS  FOLLOWING  A  REVIEW 
OF  U.S.  NUCLEAR  POWER  POLICY 


Ai'kil  7,  10' 


There  is  no  dilemma  today  more  difficult  to  resolve  than  that  con- 
nected with  the  use  of  nuclear  power.  Many  countries  see  nuclear  power 
as  the  only  real  opportunity,  at  least  in  this  century,  to  reduce  the 
dependence  of  their  economic  well-being  on  foreign  oil — an  energy 
source  of  uncertain  availability,  growing  price,  and  ultimate  exhaus- 
tion. The  U.S.,  by  contrast,  has  a  major  domestic  energy  source — 
coal — but  its  use  is  not  without  penalties,  and  our  plans  also  call  for 
the  use  of  nuclear  power  as  a  share  in  our  energy  production. 

The  benefits  of  nuclear  power  are  thus  very  real  and  practical.  But 
a  serious  risk  accompanies  worldwide  use  of  nuclear  power — the  risk 
that  components  of  the  nuclear  power  process  will  be  turned  to  pro- 
viding atomic  weapons. 

We  took  an  important  step  in  reducing  the  risk  of  expanding  pos- 
session of  atomic  weapons  through  the  Xon-Proliferation  Treaty, 
whereby  more  than  100  nations  have  agreed  not  to  develop  such  ex- 
plosives. But  we  must  go  further.  The  U.S.  is  deeply  concerned  about 
the  consequences  forall  nations  of  a  further  spread  of  nuclear  weapons 
or  explosive  capabilities.  We  believe  that  these  risks  would  be  vastly 
increased  by  the  further  spread  of  sensitive  technologies  which  entail 
direct  access  to  plutonium,  highly  enriched  uranium,  or  other  weapons 
usable  material.  The  question  I  have  had  under  review  from  my  first 
day  in  office  is  how  can  that  be  accomplished  without  forgoing  the 
tangible  benefits  of  nuclear  power. 

We  are  now  completing  an  extremely  thorough  review  of  all  the 
issues  that  bear  on  the  use  of  nuclear  power.  We  have  concluded  that 
the  serious  consequences  of  proliferation  and  direct  implications  for 
peace  and  security — as  well  as  strong  scientific  and  economic  evi- 
dence— require 

— a  major  change  in  U.S.  domestic  nuclear  energy  policies  and 

programs:  and 
— a  concerted  effort  among  all  nations  to  find  better  answers  to  the 

problems  and  risks  accompanying  tlie  increased  use  of  nuclear 

power. 

I  am  announcing  today  some  of  my  decisions  resulting  from  that 
review. 

First,  we  will  defer  indefinitely  the  commercial  reprocessing  and 
recycling  of  the  plutonium  produced  in  th^  U.S.  nuclear  power  pro- 
grams. From  our  own  experience,  we  have  concluded  that  a  viable  and 
economic  nuclear  power  program  can  be  sustained  without  such  re- 
processing and  recycling.  The  plant  at  Barnwell,  South  Carolina,  will 
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receive  neither  Federal  encouragement  nor  funding  for  its  completion 
as  a  reprocessing  facility. 

Second,  we  will  restructure  the  U.S.  breeder  reactor  program  to 
give  greater  priority  to  alternative  designs  of  the  breeder  and  to  defer 
the  date  when  breeder  reactors  would  be  put  into  commercial  use. 

Third,  we  will  redirect  funding  of  U.S.  nuclear  research  and  de- 
velopment programs  to  accelerate  our  research  into  alternative  nuclear 
fuel  cycles  which  do  not  involve  direct  access  to  materials  usable  in 
nuclear  weapons. 

Fourth,  we  will  increase  U.S.  production  capacity  for  enriched 
uranium  to  provide  adequate  and  timely  supply  of  nuclear  fuels  for 
domestic  and  foreign  needs. 

Fifth,  we  will  propose  the  necessary  legislative  steps  to  permit  the 
U.S.  to  offer  nuclear  fuel  supply  contracts  and  guarantee  delivery  of 
such  nuclear  fuel  to  other  countries. 

Sixth,  we  will  continue  to  embargo  the  export  of  equipment  or 
technology  that  would  permit  uranium  enrichment  and  chemical 
reprocessing. 

Seventh,  we  will  continue  discussions  with  supplying  and  recipient 
countries  alike,  of  a  wide  range  of  international  approaches  and  frame- 
works that  will  permit  all  nations  to  achieve  their  energy  objectives 
while  reducing  the  spread  of  nuclear  explosive  capability.  Among 
other  things,  we  will  explore  the  establishment  of  an  international  nu- 
clear fuel  cycle  evaluation  program  aimed  at  developing  alternative 
fuel  cycles  and  a  variety  of  international  and  U.S.  measures  to  assure 
access  to  nuclear  fuel  supplies  and  spent  fuel  storage  for  nations  shar- 
ing common  non-proliferation  objectives. 

We  will  continue  to  consult  very  closely  with  a  number  of  govern- 
ments regarding  the  most  desirable  multilateral  and  bilateral  arrange- 
ments for  assuring  that  nuclear  energy  is  creatively  harnessed  for 
peaceful  economic  purposes.  Our  intent  is  to  develop  wider  interna- 
tional cooperation  in  regard  to  this  vital  issue  through  systematic  and 
thorough  international  consultations. 

Jimmy  Carter. 

The  White  House,  April  7, 1977. 

[Presidential  Documents  :  Jimmy  Carter,  1977,  Volume  13,  Number  15] 

Question-and-Answer  Session,  April  7,  1977 

The  President.  Good  morning,  everybody.  I  have  two  items  to 
discuss  with  you  this  morning.  Then  I'd  like  to  answer  a  few  questions. 

Economic   Stimulus   Package 

One  relates  to  the  economy  and  the  need  for  continuing  emphasis  on 
the  stimulation  package.  Based  on  the  best  information  available  to  us 
now,  we'll  have  an  accumulated  spending  shortfall  for  this  current 
fiscal  year,  fiscal  year  1977,  plus  revenue  collections  in  excess  of  the 
anticipated  amount,  of  about  $10  billion.  In  other  words,  we  have  col- 
lected about  $10  billion  more  from  the  American  taxpayers  than  we 
anticipate  spending  in  1977.1 

1  Later  in  the  day.  the  White  House  Press  Office  issued  the  following  clarification  of  the 
President's  statement :  "The  Federal  deficit  is  expected  to  be  $10  billion  less  than  antic- 
ipated this  year,  because  we  are  collecting  more  in  taxes  and  spending  less  than  we 
anticipated." 
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I  feel  very  strongly  that  this  money  should  go  hack  to  the  American 
taxpayers.  AW  need  ii  for  the  economy  to  maintain  its  present  strength. 
And  the  only  equitable  way  thai  I  see  is  through  the  already  prepared 
tax  refund  which  would  average  about  $50  per  person  which,  as  I  have 
said  before,  would  be  about  30  percent  of  the  L976  income  taxes  paid 
by  a  family  making  about  $10,000  a  year. 

Nuclear  Power  Policy 

The  second  point  I'd  like  to  make  before  I  answer  questions  is  con- 
cerning our  Nation's  efforts  to  control  the  spread  of  nuclear  explosive 
capability.  As  far  back  as  30  years  ago.  our  Government  made  a  pro- 
posal to  the  United  Nations  that  there  be  tight  international  controls 
over  nuclear  fuels  and  particularly  those  that  might  be  made  into 
explosives. 

Last  year  during  the  Presidential  campaign,  both  1  and  President 
Ford  called  for  strict  controls  over  fuels  to  prevent  the  proliferation — 
further  proliferation  of  nuclear  explosive  capability. 

There  is  no  dilemma  toda}T  more  difficult  to  address  than  that  con- 
nected with  the  use  of  atomic  power.  Many  countries  see  atomic  power 
as  their  only  real  opportunity  to  deal  with  the  dwindling  supplies  of 
oil,  the  increasing  price  of  oil,  and  the  ultimate  exhaustion  of  both  oil 
and  natural  gas. 

Our  country  is  in  a  little  better  position.  We  have  oil  supplies  of  our 
own,  and  we  have  very  large  reserves  of  coal.  But  even  coal  has  its 
limitations.  So,  we  wTill  ourselves  continue  to  use  atomic  power  as  a 
share  of  our  total  energy  production. 

The  benefits  of  nuclear  power,  particularly  to  some  foreign  coun- 
tries that  don't  have  oil  and  coal  of  their  own,  are  very  practical  and 
critical.  But  a  serious  risk  is  involved  in  the  handling  of  nuclear 
finds — the  risk  that  component  parts  of  this  power  process  will  be 
turned  to  providing  explosives  or  atomic  weapons. 

We  took  an  important  step  in  reducing  this  risk  a  number  of  years 
ago  by  the  implementation  of  the  nonproliferation  treaty  which  has 
now  been  signed  by  approximately  a  hundred  nations.  But  we  must  go 
further. 

We  have  seen  recently  India  evolve  an  explosive  device  derived  from 
a  peaceful  nuclear  powerplant,  and  we  now  feel  that  several  other 
nations  are  on  the  verge  of  becoming  nuclear  explosive  powers. 

The  United  States  is  deeply  concerned  about  the  consequences  of 
the  uncontrolled  spread  of  this  nuclear  weapon  capability.  We  can't 
arrest  it  immediately  and  unilaterally.  We  have  no  authority  over  other 
countries.  But  we  believe  that  these  risks  would  be  vastly  increased  by 
the  further  spread  of  reprocessing  capabilities  of  the  spent  nuclear 
fuel  from  which  explosives  can  be  derived. 

Plutonium  is  especially  poisonous,  and.  of  course,  enriched  uranium, 
thorium  and  other  chemicals  or  metals  can  be  used  as  well. 

We  are  now  completing  an  extremely  thorough  review  of  our  own 
nuclear  power  program.  We  have  concluded  that  serious  consequences 
can  l>e  derived  from  our  own  laxity  in  the  handling  of  these  materials 
and  the  spread  of  their  use  by  Other  countries.  And  we  believe  that 
there  is  strong  scientific  and  economic  evidence  that  a  time  for  a 
change  has  come. 
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Therefore,  we  will  make  a  major  change  in  the  United  States  domes- 
tic nuclear  energy  policies  and  programs  which  I  am  announcing 
today. 

We  will  make  a  concerted  effort  among  all  other  countries  to  find 
better  answers  to  the  problems  and  risks  of  nuclear  proliferation.  And 
I  would  like  to  outline  a  few  things  now  that  we  will  do  specifically. 

First  of  all,  we  will  defer  indefinitely  the  commercial  reprocessing 
and  recycling  of  the  plutonium  produced  in  U.S.  nuclear  power 
programs. 

From  my  own  experience,  we  have  concluded  that  a  viable  and 
adequate  economic  nuclear  program  can  be  maintained  without  such 
reprocessing  and  recycling  of  plutonium.  The  plant  at  Barnwell,  South 
Carolina,  for  instance,  will  receive  neither  Federal  encouragement  nor 
funding  from  us  for  its  completion  as  a  reprocessing  facility. 

Second,  we  will  restructure  our  own  U.S.  breeder  program  to  give 
greater  priority  to  alternative  designs  of  the  breeder  other  than  pluto- 
nium, and  to  defer  the  date  when  breeder  reactors  would  be  put  into 
commercial  use. 

We  will  continue  research  and  development,  try  to  shift  away  from 
plutonium,  defer  dependence  on  the  breeder  reactor  for  commercial 
use. 

Third,  we  will  direct  funding  of  U.S.  nuclear  research  and  develop- 
ment programs  to  accelerate  our  research  into  alternative  nuclear  fuel 
cycles  which  do  not  involve  direct  access  to  materials  that  can  be  used 
for  nuclear  weapons. 

Fourth,  we  will  increase  the  U.S.  capacity  to  produce  nuclear  fuels, 
enriched  uranium  in  particular,  to  provide  adequate  and  timely  sup- 
plies of  nuclear  fuels  to  countries  that  need  them  so  that  they  will  not 
be  required  or  encouraged  to  reprocess  their  own  materials. 

Fifth,  we  will  propose  to  the  Congress  the  necessary  legislative  steps 
to  permit  us  to  sign  these  supply  contracts  and  remove  the  pressure 
for  the  reprocessing  of  nuclear  fuels  by  other  countries  that  do  not  now 
have  this  capability. 

Sixth,  we  will  continue  to  embargo  the  export  of  either  equipment 
or  technology  that  could  permit  uranium  enrichment  and  chemical 
reprocessing. 

And  seventh,  we  will  continue  discussions  with  supplying  countries 
and  recipient  countries,  as  well,  of  a  wide  range  of  international  ap- 
proaches and  frameworks  that  will  permit  all  countries  to  achieve  their 
own  energy  needs  while  at  the  same  time  reducing  the  spread  of  the 
capability  for  nuclear  explosive  development. 

Among  other  things — and  we  have  discussed  this  with  15  or  20 
national  leaders  already. — we  will  explore  the  establishment  of  an 
international  nuclear  fuel  cycle  evaluation  program  so  that  we  can 
share  with  countries  that  have  to  reprocess  nuclear  fuel  the  responsi- 
bility for  curtailing  the  ability  for  the  development  of  explosives. 

One  other  point  that  ought  to  be  made  in  the  international  negotia- 
tion field  is  that  we  have  to  help  provide  some  means  for  the  storage 
of  spent  nuclear  fuel  materials  which  are  highly  explosive,  highly 
radioactive  in  nature. 

I  have  been  working  very  closely  with  and  personally  with  some  of 
the  foreign  leaders  who  are  quite  deeply  involved  in  the  decisions  that 
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we  make.  We  are  not  trying  to  impose  our  will  on  those  nations  like 
Japan  and  France  and  Britain  and  Germany  which  already  have  re- 
processing plants  in  operation.  They  have  a  special  need  thai  we  don't 
have  in  that  their  supplies  of  petroleum  products  are  not  available. 

But  we  hope  that  they  will  join  with  us — and  I  believe  that  they 
will — in  trying  to  have  some  worldwide  understanding  of  the  extreme 
threat  of  the  further  proliferation  of  nuclear  explosive  capability. 

I'd  be  glad  to  answer  a  few  quesl  lobs. 

Questions 

Q.  Mr.  President,  in  the  last  administration  there  was  some  proposal 
to  have  regional  reprocessing  centers  which  seem,  to  some  people,  to 
put  the  emphasis  on  the  wrong  thing.  Does  this  mean  that  you  are  go- 
ing to  not  favor  regional  reprocessing  centers?  And.  secondly,  would 
you  be  prepared  to  cut  off  supplies  of  any  kind  of  nuclear  material 
to  countries  that  go  nuclear  ? 

The  President.  Well,  I  can't  answer  either  one  of  those  questions 
yet.  I  have  had  detailed  discussions  with  Prime  Minister  Fukuda.  with 
Chancellor  Schmidt,  and  also  with  Prime  Minister  Callaghan,  for 
instance,  just  in  recent  days  about  a  joint  approach  to  these  kinds  of 
problems. 

Obviously,  the  smaller  nations,  the  ones  that  now  have  established 
atomic  powerplants.  have  to  have  someplace  either  to  store  their  spent 
fuel  or  to  have  it  reprocessed.  And  I  think  that  we  would  very  likely 
see  a  continuation  of  reprocessing  capabilities  within  those  nations 
that  I  have  named  and  perhaps  other.-. 

We  in  our  own  country  don't  have  this  requirement.  It's  an  option 
that  we  might  have  to  explore  many,  many  years  in  the  future. 

But  I  hope  that  by  this  unilateral  action  we  can  set  a  standard  and 
that  those  countries  that  don't  now  have  reprocessing  capability  will 
not  acquire  that  capability  in  the  future.  Kegional  plants  under  tight 
international  control  obviously  is  one  option  that  we  would  explore,  Xo 
decision  has  been  made  about  that. 

If  we  felt  that  the  provision  of  atomic  fuel  was  being  delivered  to  a 
nation  that  did  not  share  with  us  our  commitment  to  nonproliferation, 
we  would  not  supply  that  fuel. 

Q.  Mr.  President,  this  carries  an  assurance,  which  you  had  said 
earlier,  for  an  assured  and  adequate  supply  of  enriched  uranium  to 
replace  the  need  for  plutonium.  Do  you  foresee  any  kind  of  price  guar- 
antees also  for  underdeveloped  and  poorer  countries  so  that  the  supply 
would  not  only  be  assured  but  at  a  reasonable  price  in  case  lack  of 
reprocessing  drove  prices  up? 

The  Prksidext.  I  don't  know  what  the  future  prices  of  uranium 
might  be.  At  the  present  time,  of  the  enriched  uranium  that  we  pro- 
duce, about  roughly  a  third  of  it  is  exported,  roughly  a  third  of  it  is 
used  for  our  domestic  needs,  and  about  a  third  of  it  is  put  in  storage. 

There  has  been  an  attenuation  in  recent  years  of  the  projected  atomic 
powerplant  construction  in  our  own  country.  Other  nations,  though, 
are  moving  more  and  more  toward  atomie-powerplants.  But  I  can't 
tell  you  at  this  point  that  we  will  guarantee  a  price  for  uranium  fuel 
that's  less  than  our  own  cost  of  production,  and  that  would  be  a  matter 
of  negotiation,  perhaps  even  on  an  individual  national  basis. 
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I  think  that  a  standard  price  would  probably  be  preferable,  but 
then  we  might  very  well  give  a  particular  nation  that  was  destitute 
or  a  very  close  friend  of  ours  or  who  cooperated  with  us  in  this  matter 
some  sort  of  financial  aid  to  help  them  with  the  purchase. 

Q.  You  also  said  last  year  a  couple  of  times  that  you  hoped  to  call  a 
world  energy  conference  to  discuss  this  as  well  as  a  lot  of  other  things. 
Do  you  foresee  that  happening  any  time  in  the  near  future  ? 

The  President.  The  item  of  nuclear  powerplants  and  the  handling 
of  spent  nuclear  fuels  and  the  curtailment  of  the  possibility  of  new 
nations  joining  us  in  their  capability  for  explosives  will  be  on  the 
agenda  in  the  discussions  in  London  early  in  May.  And  this  will  be  a 
continuing  process  for  us. 

I  might  add  that  Secretary  Vance  also  discussed  this  question  with 
the  Soviet  authorities  on  his  recent  visit  to  Moscow  and  asked  them 
to  join  in  with  us  in  enhancing  the  nonproliferation  concept.  Their 
response  was  favorable.  But  it  will  entail  a  great  deal  of  negotiation, 
and  I  can't  anticipate  what  the  results  of  those  negotiations  might  be. 
We  obviously  hope  for  it  to  apply  to  all  the  nations  in  the  world. 

Q.  Mr.  President,  does  your  change  in  the  domestic  program  mean 
that  you  will  not  authorize  building  the  Clinch  River  breeder  reactor 
in  Tennessee? 

The  President.  The  Clinch  River  breeder  reactor  will  not  be  ter- 
minated as  such.  In  my  own  budget  recommendations  to  the  Congress, 
we  cut  back — I  can't  remember  the  exact  figure — about  $250  million  out 
of  the  plutonium  breeder  reactor — the  liquid  metal  fast  breeder  reactor 
program. 

I  think  that  we  would  continue  with  the  breeder  reactor  program  on 
an  experimental  basis,  research  and  development,  but  not  move  nearly 
so  rapidly  toward  any  sort  of  commercial  use. 

We  also,  obviously,  are  concerned  about  the  adverse  economic  im- 
pact of  these  changes.  And  in  the  areas  that  would  lose  employment 
that  was  presently  extant,  as  we  increase  our  capacity  for  producing 
nuclear  fuels,  even  using  new  techniques,  other  than  gaseous  diffusion, 
like  centrifuge  and  laser  beam  use,  then  we  would  try  to  locate  those 
facilities  over  a  period  of  time — it's  a  very  slowmoving  process — in 
areas  like  Clinch  River  where  they  might  be  adversely  affected. 

Q.  Mr.  President,  does  this  mean  that  Canada  selling  nuclear  power 
equipment  to  France  and  others,  and  France  selling  to  others — does 
this  mean  that  we  will  supply  those  other  countries  so  that  they  won't 
make  more  power? 

The  President.  Well,  I  might  say  that  the  two  countries  that  most 
nearly  share  our  commitment  and  even  moved  ahead  of  us  in  this  field 
have  been  Canada — perhaps  because  of  their  unfortunate  experience 
with  India — and  Australia.  Both  those  countries,  along  with  us.  have 
substantial  supplies  of  nuclear  fuel  themselves. 

I  would  hope  that  we  could  develop  an  interrelationship  with  other 
countries  to  remove  the  competitive  aspect  of  reprocessing  itself.  There 
is  obviouslv  going  to  be  continued  competition  among  our  own  Nation, 
Canada.  France,  Germany,  England,  in  the  selling  of  atomic  power- 
plants  themselves.  It  ought  to  be  a  clearlv  drawn  distinction  between 
the  legitimate  and  necessary  use  of  uranium  and  other  enriched  fuels 
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to  produce  electricity,  on  the  one  hand,  and  a  prohibition  against  the 
use  of  those  fuels  for  explosives. 

It  would  be  impossible,  counterproductive,  and  ill-advised  for  us 
to  try  to  prevent  other  countries  that  need  it  from  having  the  capa- 
bility to  produce  electricity  from  atomic  power.  But  I  would  hope  that 
we  and  the  other  countries  could  form  an  alliance  that  might  be  fairly 
uniform  in  this  respect.  I  know  that  all  the  other  countries  share  with 
us  this  hope. 

The  one  difference  that  has  been  very  sensitive,  as  it  relates  to.  say, 
Germany,  Japan,  and  others,  is  that  they  fear  that  our  unilateral 
action  in  renouncing  the  reprocessing  of  spent  fuels  to  produce  pluto- 
nium  might  imply  that  we  prohibit  them  or  criticize  them  severely 
because  of  their  own  need  for  reprocessing.  This  is  not  the  case.  They 
have  a  perfect  right  to  go  ahead  and  continue  with  their  own  reprocess- 
ing efforts.  But  we  hope  they'll  join  with  us  in  eliminating  in  the  future 
additional  countries  that  might  have  had  this  capability  evolve. 

Q.  Mr.  President,  is  it  your  assessment,  sir,  that  some  of  the  smaller 
nations  that  are  now  seeking  reprocessing  technology  are  doing  so  in 
order  to  attain  nuclear  weapon  capability  as  well  as  or  in  addition  to 
meeting  their  legitimate  energy  needs? 

The  President.  Well,  without  going  into  specifics — I  wouldn't  want 
to  start  naming  names — I  think  it's  obvious  that  some  of  the  countries 
about  whom  we  are  concerned  have  used  their  domestic  nuclear  power- 
plants  to  develop  explosive  capability.  There  is  no  doubt  about  it. 

India,  which  is  basically  a  peaceful  nation,  at  least  as  far  as  world- 
wide connotations  are  concerned,  did  evolve  an  explosive  capability 
from  supplies  that  were  given  to  them  by  the  Canadians  and  by  us. 

And  we  feel  that  there  are  other  nations  that  have  potential  capacity 
already  for  the  evolution  of  explosives.  But  we  are  trying  to  make 
sure  that  from  this  point  on  that  the  increasing  number  of  nations 
that  might  have  joined  the  nuclear  nations  is  attenuated  drastically. 

T\re  can't  undo  immediately  the  mistakes  that  have  been  made  in 
the  past.  But  I  believe  that  this  is  a  step  in  the  right  direction. 


ADDRESS  TO  THE  NATION  ON  THE  ENERGY  PROBLEM 


April  18,  1977 


Good  evening:  Tonight  I  want  to  have  an  unpleasant  talk  with  you 
about  a  problem  that  is  unprecedented  in  our  history.  With  the  ex- 
ception of  preventing  war,  this  is  the  greatest  challenge  that  our 
country  will  face  during  our  lifetime. 

The  energy  crisis  has  not  yet  overwhelmed  us,  but  it  will  if  we  do  not 
act  quickly.  It's  a  problem  that  we  will  not  be  able  to  solve  in  the  next 
few  years,  and  it's  likely  to  get  progressively  worse  through  the  rest 
of  this  century. 

We  must  not  be  selfish  or  timid  if  we  hope  to  have  a  decent  world 
for  our  children  and  our  grandchildren.  We  simply  must  balance  our 
demand  for  energy  with  our  rapidly  shrinking  resources.  By  acting  now 
we  can  control  our  future  instead  of  letting  the  future  control  us. 

Two  days  from  now,  I  will  present  to  the  Congress  my  energy  pro- 
posals. Its  Members  will  be  my  partners,  and  they  have  already  given 
me  a  great  deal  of  valuable  advice. 

Many  of  these  proposals  will  be  unpopular.  Some  will  cause  you  to 
put  up  with  inconveniences  and  to  make  sacrifices.  The  most  important 
thing  about  these  proposals  is  that  the  alternative  may  be  a  national 
catastrophe.  Further  delay  can  affect  our  strength  and  our  power  as  a 
Nation. 

Our  decision  about  energy  will  test  the  character  of  the  American 
people  and  the  ability  of  the  President  and  the  Congress  to  govern 
this  Nation.  This  difficult  effort  will  be  the  moral  equivalent  of  war, 
except  that  we  will  be  uniting  our  efforts  to  build  and  not  to  destroy. 

Now,  I  know  that  some  of  you  may  doubt  that  we  face  real  energy 
shortages.  The  1973  gas  lines  are  gone  and  with  this  springtime 
weather,  our  homes  are  warm  again.  But  our  energy  problem  is  worse 
tonight  than  it  was  in  1973  or  a  few  weeks  ago  in  the  dead  of  winter. 
It's  worse  because  more  waste  has  occurred  and  more  time  has  passed 
by  without  our  planning  for  the  future.  And  it  will  get  worse  every  day 
until  we  act. 

The  oil  and  natural  gas  that  we  rely  on  for  75  percent  of  our  energy 
are  simply  running  out.  In  spite  of  increased  effort,  domestic  produc- 
tion has  been  dropping  steadily  at  about  6  percent  a  year.  Imports 
have  doubled  in  the  last  5  years.  Our  Nation's  economic  and  political 
independence  is  becoming  increasingly  vulnerable.  Unless  profound 
changes  are  made  to  lower  oil  consumption,  we  now  believe  that  early 
in  the  1980's  the  world  will  be  demanding  more  oil  than  it  can  produce. 

The  world  now  uses  about  60  million  barrels  of  oil  a  day,  and  demand 
increases  each  year  about  5  percent.  This  means  that  just  to  stay 
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even  we  need  the  production  of  a  new  Texas  every  year,  an  Alaskan 
North  Slope  every  9  months,  or  a  new  Saudi  Arabia  every  3  years. 
Obviously,  this  cannot  continue. 

We  must  look  back  into  history  to  understand  our  energy  problem. 
Twice  in  the  last  several  hundred  years,  there  has  been  a  transition 
in  the  way  people  use  energy. 

The  first  about  200  years  ago,  when  we  changed  away  from  wood — 
which  had  provided  about  90  percent  of  all  fuel — to  coal,  which  was 
much  more  efficient.  This  change  became  the  basis  of  the  Industrial 
Revolution. 

The  second  change  took  place  in  this  century,  with  the  growing  use 
of  oil  and  natural  gas.  They  were  more  convenient  and  cheaper  than 
coal,  and  the  supply  seemed  to  be  almost  without  limit.  They  made 
possible  the  age  of  automobile  and  airplane  travel.  Nearly  everyone 
who  is  alive  today  grew  up  during  this  period,  and  we  have  never 
known  anything  different. 

Because  we  are  now  running  out  of  gas  and  oil,  we  must  prepare 
quickly  for  a  third  change — to  strict  conservation  and  to  the  renewed 
use  of  coal  and  to  permanent  renewable  energy  sources  like  solar 
power. 

The  world  has  not  prepared  for  the  future.  During  the  1950's, 
people  used  twice  as  much  oil  as  during  the  1940's.  During  the  1960's, 
we  used  twice  as  much  as  during  the  1950's.  And  in  each  of  those 
decades,  more  oil  was  consumed  than  in  all  of  man's  previous  history 
combined. 

World  consumption  of  oil  is  still  going  up.  If  it  were  possible  to 
keep  it  rising  during  the  1970's  and  1980's  by  5  percent  a  year  as  it  has 
in  the  past,  we  could  use  up  all  the  proven  reserves  of  oil  in  the  entire 
world  by  the  end  of  the  next  decade. 

I  know  that  many  of  you  have  suspected  that  some  supplies  of  oil 
and  gas  are  being  withheld  from  the  market.  You  may  be  right,  but 
suspicions  about  the  oil  companies  cannot  change  the  fact  that  we  are 
running  out  of  petroleum. 

All  of  us  have  heard  about  the  large  oil  fields  on  Alaska's  North 
Slope.  In  a  few  years,  when  the  North  Slope  is  producing  fully,  its 
total  output  will  be  just  about  equal  to  2  years'  increase  in  our  own 
Nation's  energy  demand. 

Each  new  inventory  of  world  oil  reserves  has  been  more  disturbing 
than  the  last.  World  oil  production  can  probably  keep  going  up  for 
another  6  or  8  years.  But  sometime  in  the  1980's,  it  can't  go  up  any 
more.  Demand  will  overtake  production.  We  have  no  choice  about 
that. 

But  we  do  have  a  choice  about  how  we  will  spend  the  next  few 
years.  Each  American  uses  the  energy  equivalent  of  60  barrels  of  oil 
per  person  each  year.  Ours  is  the  most  wasteful  nation  on  earth.  We 
waste  more  energy  than  we  import.  With  about  the  same  standard  of 
living,  we  use  twice  as  much  energy  per  person  as  do  other  countries 
like  Germany,  Japan,  and  Sweden. 

One  choice,  of  course,  is  to  continue  doing  what  we've  been  doing 
before.  We  can  drift  along  for  a  few  more  years. 

Our  consumption  of  oil  would  keep  going. up  every  year.  Our  cars 
would  continue  to  be  too  large  and  inefficient.  Three-quarters  of  them 
would  carry  only  one  person — the  driver — while  our  public  transporta- 
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tion  system  continues  to  decline.  We  can  delay  insulating  our  homes, 
and  they  will  continue  to  lose  about  50  percent  of  their  heat  in  waste. 
We  can  continue  using  scarce  oil  and  natural  gas  to  generate  electricity 
and  continue  wasting  two-thirds  of  their  fuel  value  in  the  process. 

If  we  do  not  act,  then  by  1985  we  will  be  using  33  percent  more 
energy  than  we  use  today. 

We  can't  substantially  increase  our  domestic  production,  so  we 
would  need  to  import  twice  as  much  oil  as  we  do  now.  Supplies  will  be 
uncertain.  The  cost  will  keep  going  up.  Six  years  ago,  we  paid  $3.7 
billion  for  imported  oil.  Last  year  we  spent  $36  billion  for  imported 
oil — nearly  10  times  as  much — and  this  year  we  may  spend  $45 
billion. 

Unless  we  act,  we  will  spend  more  than  $550  billion  for  imported 
oil  by  1985 — more  than  $2,500  for  every  man,  woman,  and  child  in 
America.  Along  with  that  money  that  we  transport  overseas,  we  will 
continue  losing  American  jobs  and  become  increasingly  vulnerable  to 
supply  interruptions. 

Now  we  have  a  choice.  But  if  we  wait,  we  will  constantly  live  in  fear 
of  embargoes.  We  could  endanger  our  freedom  as  a  sovereign  nation  to 
act  in  foreign  affairs.  Within  10  years,  we  would  not  be  able  to  import 
enough  oil  from  any  country,  at  any  acceptable  price. 

If  we  wait  and  do  not  act,  then  our  factories  will  not  be  able  to 
keep  our  people  on  the  job  with  reduced  supplies  of  fuel. 

Too  few  of  our  utility  companies  will  have  switched  to  coal,  which 
is  our  most  abundant  energy  source.  We  will  not  be  ready  to  keep  our 
transportation  system  running  with  smaller  and  more  efficient  cars 
and  a  better  network  of  buses,  trains,  and  public  transportation. 

We  will  feel  mounting  pressure  to  plunder  the  environment.  We  will 
have  to  have  a  crash  program  to  build  more  nuclear  plants,  strip  mine 
and  burn  more  coal,  and  drill  more  offshore  wells  than  if  we  begin  to 
conserve  right  now. 

Inflation  will  soar;  production  will  go  down;  people  will  lose  their 
jobs.  Intense  competition  for  oil  will  build  up  among  nations  and  also 
among  the  different  regions  within  our  own  country.  This  has  already 
started. 

If  we  fail  to  act  soon,  we  will  face  an  economic,  social,  and  political 
crisis  that  will  threaten  our  free  institutions.  But  we  still  have  another 
choice.  We  can  begin  to  prepare  right  now.  We  can  decide  to  act  while 
there  is  still  time.  That  is  the  concept  of  the  energy  policy  that  we  will 
present  on  Wednesday. 

Our  national  energy  plan  is  based  on  10  fundamental  principles. 
The  first  principle  is  that  we  can  have  an  effective  and  comprehensive 
energy  policy  only  if  the  Government  takes  responsibility  for  it  and  if 
the  people  understand  the  seriousness  of  the  challenge  and  are  willing  to 
make  sacrifices. 

The  second  principle  is  that  healthy  economic  growth  must  con- 
tinue. Only  by  saving  energy  can  we  maintain  our  standard  of  living 
and  keep  our  people  at  work.  An  effective  conservation  program  will 
create  hundreds  of  thousands  of  new  jobs. 

The  third  principle  is  that  we  must  protect  the  environment.  Our 
energy  problems  have  the  same  cause  as  our  environmental  problems — 
wasteful  use  of  resources.  Conservation  helps  us  solve  both  problems 
at  once. 
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The  fourth  principle  is  that  we  must  reduce  our  vulnerability  to 
potentially  devastating  embargoes.  We  can  protect  ourselves  from  un- 
certain supplies  by  reducing  our  demand  for  oil,  by  making  the  most  of 
our  abundant  resources  such  as  coal,  and  by  developing  a  strategic 
petroleum  reserve. 

The  fifth  principle  is  that  we  must  be  fair.  Our  solutions  must  ask 
equal  sacrifices  from  every  region,  every  class  of  people,  and  every 
interest  group.  Industry  will  have  to  do  its  part  to  conserve  just  as 
consumers  will.  The  energy  producers  deserve  fair  treatment,  but  we 
will  not  let  the  oil  companies  profiteer. 

The  sixth  principle,  and  the  cornerstone  of  our  policy,  is  to  reduce 
demand  through  conservation.  Our  emphasis  on  conservation  is  a  clear 
difference  between  this  plan  and  others  which  merely  encouraged  crash 
production  efforts.  Conservation  is  the  quickest,  cheapest,  most  practi- 
cal source  of  energy.  Conservation  is  the  only  way  that  we  can  buy  a 
barrel  of  oil  for  about  $2.  It  costs  about  $13  to  waste  it. 

The  seventh  principle  is  that  prices  should  generally  reflect  the  true 
replacement  cost  of  energy.  We  are  only  cheating  ourselves  if  we  make 
energy  artificially  cheap  and  use  more  than  we  can  really  afford. 

The  eighth  principle  is  that  Government  policies  must  be  predict- 
able and  certain.  Both  consumers  and  producers  need  policies  they  can 
count  on  so  they  can  plan  ahead.  This  is  one  reason  that  I'm  working 
with  the  Congress  to  create  a  new  Department  of  Energy  to  replace 
more  than  50  different  agencies  that  now  have  some  control  over 
energy. 

The  ninth  principle  is  that  we  must  conserve  the  fuels  that  are 
scarcest  and  make  the  most  of  those  that  are  plentiful.  We  can't  con- 
tinue to  use  oil  and  gas  for  75  percent  of  our  consumption,  as  we  do 
now,  when  they  only  make  up  7  percent  of  our  domestic  reserves.  We 
need  to  shift  to  plentiful  coal,  while  taking  care  to  protect  the  en- 
vironment, and  to  apply  stricter  safety  standards  to  nuclear  energy. 
The  tenth  and  last  principle  is  that  we  must  start  now  to  develop 
the  new,  unconventional  sources  of  energy  that  we  will  rely  on  in  the 
next  century. 

Now,  these  10  principles  have  guided  the  development  of  the 
policy  that  I  will  describe  to  you  and  the  Congress  on  Wednesday 
night. 

Our  energy  plan  will  also  include  a  number  of  specific  goals  to 
measure  our  progress  toward  a  stable  energy  system.  These  are  the 
goals  that  we  set  for  1985: 

To  reduce  the  annual  growth  rate  in  our  energy  demand  to 
less  than  2  percent; 

To  reduce  gasoline  consumption  by  10  percent  below  its  cur- 
rent level ; 

To  cut  in  half  the  portion  of  U.S.  oil  which  is  imported — from 
a  potential  level  of  16  million  barrels  to  6  million  barrels  a  day; 
To  establish  a  strategic  petroleum  reserve  of  one  billion  bar- 
rels, more  than  a  6-months  supply; 

To  increase  our  coal  production  by  about  two-thirds  to  more 
than  one  billion  tons  a  year; 

To  insulate  90  percent  of  American  homes  and  all  new  build- 
ings; 

To  use  solar  energy  in  more  than  2)i  million  houses. 
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We  will  monitor  our  progress  toward  these  goals  year-by-year. 
Our  plan  will  call  for  strict  conservation  measures  if  we  fall  behind. 
I  can't  tell  you  that  these  measures  will  be  easy,  nor  will  they  be 
popular.  But  I  think  most  of  you  realize  that  a  policy  which  does 
not  ask  for  changes  or  sacrifices  would  not  be  an  effective  policy  at 
this  late  date. 

This  plan  is  essential  to  protect  our  jobs,  our  environment,  our 
standard  of  living,  and  our  future.  Whether  this  plan  truly  makes  a 
difference  will  not  be  decided  now  here  in  Washington  but  in  every 
town  and  every  factory,  in  every  home  and  on  every  highway  and 
every  farm. 

I  believe  that  this  can  be  a  positive  challenge.  There  is  something 
especially  American  in  the  kinds  of  changes  that  we  have  to  make. 
We've  always  been  proud,  through  our  history,  of  being  efficient 
people.  We've  always  been  proud  of  our  ingenuity,  our  skill  at  answer- 
ing questions.  Now  we  need  efficiency  and  ingenuity  more  than  ever. 

We've  always  been  proud  of  our  leadership  in  the  world.  And  now 
we  have  a  chance  again  to  give  the  wTorld  a  positive  example. 

We've  always  been  proud  of  our  vision  of  the  future.  We've  always 
wanted  to  give  our  children  and  our  grandchildren  a  world  richer  in 
possibilities  that  we  have  had  ourselves.  They  are  the  ones  that  we 
must  provide  for  now.  They  are  the  ones  who  will  suffer  most  if  we 
don't  act. 

I've  given  you  some  of  the  principles  of  the  plan.  I'm  sure  that  each 
of  you  will  find  something  you  don't  like  about  the  specifics  of  our 
proposal.  It  will  demand  that  we  make  sacrifices  and  changes  in  every 
life.  To  some  degree,  the  sacrifices  will  be  painful — but  so  is  any 
meaningful  sacrifice.  It  will  lead  to  some  higher  costs  and  to  some 
greater  inconvenience  for  everyone.  But  the  sacrifices  can  be  gradual, 
realistic,  and  they  are  necessary.  Above  all,  they  will  be  fair.  No  one 
will  gain  an  unfair  advantage  through  this  plan.  No  one  will  be 
asked  to  bear  an  unfair  burden. 

We  will  monitor  the  accuracy  of  data  from  the  oil  and  natural  gas 
companies  for  the  first  time,  so  that  we  will  always  know  their  true 
production,  supplies,  reserves,  and  profits.  Those  citizens  who  insist 
on  driving  large,  unnecessarily  powerful  cars  must  expect  to  pay  more 
for  that  luxury. 

We  can  be  sure  that  all  the  special  interest  groups  in  the  country  will 
attack  the  part  of  this  plan  that  affects  them  directly.  They  will  say 
that  sacrifice  is  fine  as  long  as  other  people  do  it,  but  that  their  sacrifice 
is  unreasonable  or  unfair  or  harmful  to  the  country.  If  they  succeed 
with  this  approach,  then  the  burden  on  the  ordinary  citizen,  who  is 
not  organized  into  an  interest  group,  would  be  crushing. 

There  should  be  only  one  test  for  this  program — whether  it  will 
help  our  country.  Other  generations  of  Americans  have  faced  and 
mastered  great  challenges.  \  have  faith  that  meeting  this  challenge  will 
make  our  own  lives  even  richer.  If  you  will  join  me  so  that  we  can  work 
together  with  patriotism  and  courage,  we  will  again  prove  that  our 
great  Nation  can  lead  the  world  into  an  age  of  peace,  independence, 
and  freedom. 

Thank  you  very  much,  and  good  night. 

Jimmy  Carter. 

The  White  House,  April  18, 1977. 


ADDRESS  BEFORE  A  JOINT  SESSION  OF  THE  CONGRESS 
ON  THE  NATIONAL  ENERGY  PROGRAM 


April  20,   1977 


Mr.  President,  Mr.  Speaker,  Members  oj  the  Congress,  and  distinguished 
guests: 

The  last  time  we  met  as  a  group  was  exactly  3  months  ago  today, 
on  Inauguration  Day.  We  have  had  a  good  beginning  as  partners  in 
addressing  our  Nation's  problems. 

But  in  the  months  ahead,  we  must  work  together  even  more  closely 
to  deal  with  the  greatest  domestic  challenge  that  our  Nation  will  face  in 
our  lifetime.  We  must  act  now — together — to  devise  and  to  implement 
a  comprehensive  national  energy  plan  to  cope  with  a  crisis  that  other- 
wise could  overwhelm  us. 

This  cannot  be  an  inspirational  speech  tonight.  I  don't  expect  much 
applause.  It's  a  sober  and  a  difficult  presentation.  During  the  last  3 
months,  I  have  come  to  realize  very  clearly  why  a  comprehensive 
energy  policy  has  not  already  been  evolved.  It's  been  a  thankless  job, 
but  it  is  our  job.  And  I  believe  that  we  have  a  fair,  well-balanced  and 
effective  plan  to  present  to  you.  It  can  lead  to  an  even  better  life  for 
the  people  of  America. 

The  heart  of  our  energy  problem  is  that  we  have  too  much  demand 
for  fuel  that  keeps  going  up  too  quickly,  while  production  goes  down. 
And  our  primary  means  of  solving  this  problem  is  to  reduce  waste  and 
inefficiency. 

Oil  and  natural  gas  make  up  about  75  percent  of  our  consumption 
in  this  country,  but  they  only  comprise  about  7  percent  in  our  reserves. 
Our  demand  for  oil  has  been  rising  by  more  than  5  percent  each  year, 
but  domestic  oil  supplies  have  been  dropping  more  than  6  percent. 

Therefore,  our  imports  have  risen  sharply,  making  us  more  and  more 
vulnerable  if  supplies  are  interrupted.  But  early  in  the  1980's,  even 
foreign  oil  will  become  increasingly  scarce.  If  it  were  possible  for  world 
demand  to  continue  rising  during  the  next  few  years  at  the  rate  of 
5  percent  a  year,  we  could  use  up  all  the  proven  reserves  in  the  entire 
world  by  the  end  of  the  next  decade. 

Our  trade  deficits  are  growing.  We  imported  more  than  $35  billion 
worth  of  oil  last  year,  and  we  will  spend  much  more  than  that  this 
year.  The  time  has  come  to  draw  the  line. 

We  could  continue  to  ignore  this  problem — as  many  have  done  in  the 
past — but  to  do  so  would  subject  our  people  to  an  impending  catastro- 
phe. That's  why  we  need  a  comprehensive  national  energy  policy. 
Your  advice  has  been  an  important  influence  as  this  plan  has  taken 
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shape.  Many  of  its  proposals  will  be  built  on  the  legislative  initiatives 
that  you've  taken  in  the  Congress  in  the  last  few  years. 

Two  nights  ago,  I  spoke  to  the  American  people  about  the  principles 
behind  our  plan  and  our  specific  goals  for  1985: 

To  reduce  the  annual  growth  rate  in  energy  consumption  by 
more  than  2  percent; 

To  reduce  gasoline  consumption  by  10  percent; 
To  cut  imports  of  foreign  oil  to  less  than  6  million  barrels  a  day, 
less  than  half  the  amount  that  we  will  be  importing  if  we  do  not 
conserve ; 

To  establish  a  strategic  petroleum  reserve  supply  of  at  least 
a  billion  barrels,  which  will  meet  our  needs  for  about  10  months; 
To  increase  our  coal  production  by  more  than  two-thirds,  to 
over  a  billion  tons  a  year ; 

To  insulate  90  percent  of  American  homes  and  all  new  build- 
ings; and 
To  use  solar  energy  in  more  than  2y2  million  American  homes. 
Now,  I  hope  that  the  Congress  will  adopt  these  goals  by  joint  resolu- 
tion as  a  demonstration  of  our  mutual  commitment  to  achieve  them. 
Tonight  I  want  to  outline  specific  steps  by  which  we  can  reach 
those  goals.  The  proposals  fall  into  these  central  categories :  First, 
conservation;  second,  production;  third,  conversion;  fourth,  develop- 
ment; and,  of  course,  fairness  or  equity,  which  is  a  primary  considera- 
tion in  all  our  proposals. 

We  prefer  to  reach  those  goals  through  voluntary  cooperation  with 
a  minimum  of  coercion.  In  many  cases,  we  propose  financial  incentives 
which  will  encourage  people  to  save  energy  and  will  harness  the  power 
of  our  free  economy  to  meet  our  needs. 

But  I  must  say  to  you  that  voluntary  compliance  will  not  be 
enough — the  problem  is  too  large  and  the  time  is  too  short.  In  a  few 
cases,  penalties  and  restrictions  to  reduce  waste  are  essential. 

Our  first  goal  is  conservation.  It's  the  cheapest,  most  practical  way 
to  meet  our  energy  needs  and  to  reduce  our  growing  dependence  on 
foreign  supplies  of  oil.  With  proper  planning,  economic  growth,  en- 
hanced job  opportunities  and  a  higher  quality  of  life  can  result  even 
while  we  eliminate  the  waste  of  energy. 

The  two  areas  where  we  waste  most  of  our  energy  are  transportation 
and  our  heating  and  cooling  systems. 

Transportation  consumes  26  percent  of  all  our  energy — and  as  much 
as  half  of  that  is  waste.  In  Europe,  the  average  automobile  weighs 
2,700  pounds;  in  our  country,  4,100  pounds. 

Now,  the  Congress  has  already  taken  fuel  efficiency  steps  and  set 
standards  which  will  require  new  automobiles  to  have  an  average 
efficiency  or  mileage  per  gallon  of  27.5  by  1985,  instead  of  the  18 
among  new  cars  today.  The  entire  fleet  of  cars  is  only  14  miles  per 
gallon  at  this  time. 

To  insure  that  this  existing  congressional  mandate  is  met,  I  am 
proposing  first  of  all  a  graduated  excise  tax  on  new  gas  guzzlers  that 
do  not  meet  Federal  mileage  standards.  This  gas  [taxi  will  start  low 
and  then  rise  each  year  until  1985.  In  1978,  for  instance,  a  tax  of  $180 
will  be  levied  on  a  car  getting  only  15  miles  per  gallon,  and  for  an 
11-mile-per-gallon  car  the  tax  will  be  $450.  That's  at  the  beginning. 
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By  1985,  the  taxes  on  these  wasteful  new  cars  with  the  same  low 
mileage,  15  miles  per  gallon  or  11  miles  per  gallon,  will  have  risen  to 
$1,600  and  $2,500. 

All  the  money  collected  by  this  tax  on  wasteful  automobiles  will  be 
returned  to  consumers  through  rebates  on  automobiles  that  are  more 
efficient  than  the  mileage  standards.  We  expect  both  better  efficiency 
and  also  more  automobile  production  and  sales  under  this  proposal. 
We  will  insure  that  American  automobile  workers  and  their  families  do 
not  bear  an  unfair  share  of  the  burden.  And  of  course,  we  will  also 
work  with  our  foreign  trading  partners  to  see  that  they  are  treated 
fairly. 

Now  I  want  to  discuss  one  of  the  most  controversial  and  most 
misunderstood  parts  of  the  energy  proposal — a  standby  tax  on  auto- 
mobile gasoline.  Gasoline  consumption  represents  half  of  our  total 
oil  usage. 

We  simply  must  save  gasoline,  and  I  believe  that  the  American 
people  can  meet  this  challenge.  It's  a  matter  of  patriotism  and  a 
matter  of  commitment. 

Between  now  and  1980,  we  expect  gasoline  consumption  to  rise 
slightly  above  the  present  level.  For  the  following  5  years,  when  we 
have  the  more  efficient  cars  on  the  road,  we  need  to  reduce  consump- 
tion each  year  to  reach  our  targets  for  1985. 

I  propose  that  we  commit  ourselves  to  these  fair,  reasonable  and 
necessary  goals  and,  at  the  same  time,  write  into  law  a  gasoline  tax 
of  an  additional  5  cents  per  gallon  that  will  automatically  take  effect 
each  year  that  we  fail  to  meet  our  annual  targets  in  the  previous 
year.  As  an  added  incentive,  if  we  miss  one  year,  but  are  back  on  the 
track  the  next  year,  then  the  additional  tax  should  come  off.  Now, 
if  the  American  people  respond  to  this  challenge,  we  can  meet  these 
targets  and  under  these  circumstances,  this  gasoline  tax  will  never 
have  to  be  imposed.  I  know  and  you  know  that  it  can  be  done. 

As  with  other  taxes,  we  must  minimize  the  adverse  effects  on  our 
economy — we  must  reward  those  who  conserve  and  penalize  those 
who  waste.  Therefore,  any  proceeds  from  the  tax — if  it  is  triggered 
by  excessive  consumption — should  be  returned  to  the  general  public 
in  an  equitable  manner. 

I  will  also  propose  a  variety  of  other  measures  to  make  our  trans- 
portation system  more  efficient.  One  of  the  side  effects  of  conserving 
gasoline,  for  instance,  is  that  State  governments  who  have  a  limited 
amount  of  tax  per  gallon  collect  less  money  through  gasoline  taxes. 
To  reduce  their  hardships  and  to  insure  adequate  highway  mainte- 
nance, we  should  compensate  States  for  this  loss  through  the  High- 
way Trust  Fund. 

The  second  major  area  where  we  can  reduce  waste  is  in  our  homes 
and  buildings.  Some  buildings  waste  half  the  energy  used  for  heating 
and  cooling.  From  now  on,  we  must  make  sure  that  new  buildings  are 
as  efficient  as  possible  and  that  old  buildings  are  equipped,  or  "retro- 
fitted,"  with  insulation  and  heating  systems  that  dramatically  reduce 
the  use  of  fuel. 

The  Federal  Government  should  set  an  example.  I  will  issse  an 
Executive  order  establishing  strict  conservation  goals  for  both  new  and 
old  Federal  buildings — a  45-percent  increase  in  efficiency  for  new 
buildings  and  a  20-percent  increase  in  efficiencv  for  old  buildings  bv 
1985. 
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We  also  need  incentives,  though,  for  those  who  own  homes  and 
businesses  so  that  they  will  conserve.  Those  who  weatherize  buildings 
to  make  them  more  efficient  would  be  eligible  for  a  tax  credit  of  25 
percent  of  the  first  $800  invested  in  conservation  and  15  percent  for 
the  next  $1,400. 

If  homeowners  prefer,  they  may  take  advantage  of  a  weatherization 
service  which  will  be  required  from  all  regulated  utility  companies  to 
offer.  The  utilities  would  arrange  for  contractors  and  provide  reasonable 
financing  to  the  homeowners.  The  customer  would  pay  for  the  improve- 
ments through  small,  regular  additions  to  the  monthly  utility  bills. 
In  many  instances,  these  additional  charges  would  be  almost  entirely 
offset  by  lower  energy  consumption  brought  about  by  energy  savings. 

Other  proposals  for  conservation  in  homes  and  buildings  include: 
First,  direct  Federal  help  for  low-income  residents;  next,  an  additional 
10-percent  tax  credit  for  business  investments  in  conservation;  third, 
Federal  matching  grants  to  nonprofit  schools  and  hospitals ;  and  public 
works  money  for  weatherizing  State  and  local  government  buildings. 

While  improving  efficiency  in  our  businesses  and  homes,  we  must  also 
make  electrical  home  appliances  more  efficient.  I  propose  legislation 
that  would,  for  the  first  time,  impose  stringent  efficiency  standards  for 
household  appliances  by  1980. 

We  must  also  reform  our  utility  rate  structure.  For  many  years,  we 
have  rewarded  waste  by  offering  the  cheapest  rates  to  the  largest  users. 
It's  difficult  for  individual  States  to  make  such  reforms  because  of  the 
intense  competition  among  States  for  new  industry.  The  only  fair  way 
is  to  adopt  a  set  of  principles  to  be  applied  nationwide. 

I  am  therefore  proposing  legislation  which  would  require  the  follow- 
ing steps  over  the  next  2  years :  First,  phasing  out  promotional  rates  and 
other  pricing  systems  that  make  natural  gas  and  electricity  artificially 
cheap  for  high -volume  users  and  which  do  not  accurately  reflect  actual 
costs ;  next,  offering  users  peak-load  pricing  techniques  which  set  higher 
charges  during  the  day  when  demand  is  great  and  lower  charges  during 
the  day  when  demand  is  small.  We  also  need  individual  meters  for  each 
apartment  in  new  buildings  instead  of  one  master  meter.  Tests  have 
shown  that  this  will  save  30  percent  of  the  electrical  cost  in  the 
apartment  building. 

Plans  are  already  being  discussed  for  TV  A — the  whole  system— to 
act  as  a  model  in  implementing  such  new  programs  as  I  have  described 
to  conserve  energy. 

One  final  step  toward  conservation  is  to  encourage  industries  and 
utilities  to  expand  what's  called  "cogeneration"  projects,  which  cap- 
ture the  steam  which  is  now  wasted  from  electrical  power  production. 
In  Germany,  for  instance,  29  percent  of  total  energy  comes  from  co- 
generation.  In  this  country,  formerly  it  was  about  J. 9  percent,  but  now 
it's  only  4  percent  in  the  United  States.  I  propose  a  special  10-percent 
tax  credit  for  investments  in  cogeneration. 

Along  with  conservation,  our  second  major  strategy  is  production 
and  rational  pricing.  We  can  never  increase  our  production  of  oil  and 
natural  gas  by  enough  to  meet  our  demand,  but  we  must  be  sure  that 
our  pricing  system  is  sensible,  that  it  discourages  waste  and  encourages 
exploration  and  new  production. 

One  of  the  principles  of  our  energy  policy  is  that  the  price  of  energy 
should  reflect  its  true  replacement  cost  as  a  means  of  bringing  supply 
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and  demand  into  balance  over  the  long  run.  Now,  realistic  pricing  is 
especially  important  for  our  scarcest  fuels,  oil  and  natural  gas.  How- 
ever, proposals  for  immediate  and  total  decontrol  of  domestic  oil  and 
natural  gas  prices  would  be  disastrous  for  our  economy  and  also  for 
working  American  families.  It  would  not  solve  the  long-range  problems 
of  dwindling  supplies. 

The  price  of  newly  discovered  oil  will  be  allowed  to  rise  over  a  3-year 
period  to  the  1977  world  market  price,  with  allowances  from  then  on 
for  inflation.  The  current  return  to  producers  for  previously  discovered 
oil,  that  which  already  exists,  would  remain  the  same,  except  for 
adjustments  because  of  inflation. 

Because  fairness  is  an  essential  strategy  of  our  energy  policy,  we  do 
not  want  to  give  producers  windfall  profits  beyond  the  incentives 
that  they  do  need  for  exploration  and  production.  But  we  are  simply 
misleading  ourselves  if  we  do  not  recognize  the  replacement  costs  of 
energy  in  our  pricing  system. 

Therefore,  I  propose  that  we  phase  in  a  wellhead  tax  on  existing 
supplies  of  domestic  oil,  equal  to  the  difference  between  the  present 
controlled  price  of  oil  and  the  world  price,  and  return  that  money 
collected  by  thi&  tax  to  the  consumers  and  the  workers  of  America. 

"We  should  also  end  the  artificial  distortions  in  natural  gas  prices 
in  different  parts  of  the  country  which  have  caused  people  in  the  pro- 
ducing States  to  pay  exorbitant  prices,  while  creating  shortages,  un- 
employment, and  economic  stagnation,  particularly  in  the  North- 
east. We  must  not  permit  energy  shortages  to  divide  or  balkanize 
our  country. 

We  want  to  work  with  the  Congress  to  give  gas  producers  an  ade- 
quate incentive  for  exploration,  working  carefully  toward  deregula- 
tion of  newly  discovered  gas  as  market  conditions  permit. 

I  propose  now  that  the  price  limit  for  all  new  gas  sold  anywhere  in 
this  country  be  set  at  the  price  of  the  equivalent  energy  value  of 
domestic  crude  oil,  beginning  next  year,  1978.  This  proposal  will 
apply  both  to  new  gas  and  to  expiring  intrastate  contracts.  It  would 
not  affect  existing  contracts  that  presently  are  in  effect. 

We  must  be  sure  that  oil  and  natural  gas  are  not  wasted  by  industries 
that  could  use  coal.  Our  third  strategy  will  be,  therefore,  conversion 
from  scarce  fuels  to  coal  wherever  possible. 

Although  coal  now  provides  only  18  percent  of  our  total  energy 
needs,  it  makes  up  90  percent  of  our  energy  reserves.  Its  production 
and  use  do  create  environmental  difficulties,  but  I  believe  that  we  can 
cope  with  them  through  strict  strip-mining  and  clean  air  standards. 

To  increase  the  use  of  coal  by  400  million  tons  or  about  65  percent — 
we  now  use  about  600  million  tons — in  industry  and  utilities  by  1985, 
I  propose  a  sliding  scale  tax,  starting  in  1979,  on  large  industrial  users 
of  oil  and  natural  gas.  Fertilizer  manufacturers,  crop  dryers,  and  so 
forth,  which  must  use  gas,  would  be  exempt  from  the  tax.  Utilities 
would  not  be  subject  to  the  tax  until  1983,  because  it  will  simply 
take  them  longer  to  convert  to  coal. 

I  will  also  submit  proposals  for  expanded  research  and  develop- 
ment in  coal.  We  need  to  find  better  ways  to  mine  it  safely  and  to 
burn  it  cleanly  and  to  use  it  to  produce  other  clean  energy  sources 
like  liquified  and  gasified  coal.  We  have  already  spent  billions  of  dol- 
lars on  research  and  development  on  nuclear  power,  but  very  little 
on  coal.  Investments  here  can  pay  rich  dividends. 
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Even  with  this  conversion  effort,  we  still  face  a  gap  between  the 
energy  we  need  and  the  energy  that  we  can  produce  or  import.  There- 
fore, as  a  last  resort,  we  must  continue  to  use  increasing  amounts  of 
nuclear  energy. 

We  now  have  63  nuclear  powerplants  producing  about  3  percent 
of  our  total  energy,  and  we  also  have  about  70  more  nuclear  power- 
plants  which  are  licensed  for  construction.  Domestic  uranium  supplies 
can  support  this  number  of  plants,  judged  by  the  most  conservative 
estimate,  for  another  75  years  at  least.  Effective  conservation  efforts 
can  minimize  the  shift  toward  nuclear  power.  There  is  no  need  to 
enter  the  plutonium  age  by  licensing  or  building  a  fast  breeder  reactor 
such  as  the  proposed  demonstration  plant  at  Clinch  Rivei.  We  must, 
however,  increase  our  capacity  to  produce  enriched  uranium  fuels 
for  light  water,  nuclear  powerplants,  using  the  new  centrifuge  tech- 
nology, which  consumes  only  about  one-tenth  the  energy  of  existing 
gaseous  diffusion  plants. 

We  must  also  reform  the  nuclear  licensing  procedures.  New  plants 
should  not  be  located  near  earthquake  fault  zones  or  near  population 
centers.  Safety  standards  should  be  strengthened  and  enforced; 
designs  standardized  as  much  as  possible.  And  we  need  more  adequate 
storage  for  spent  fuel  supplies. 

However,  even  with  the  most  thorough  safeguards,  it  should  not  take 
10  years  to  license  a  plant.  It  only  takes  3  years  to  license,  design,  and 
build  a  plant  in  a  country  like  Japan.  I  propose  that  we  establish 
reasonable,  objective  criteria  for  licensing,  and  that  plants  which  are 
based  on  a  standard  design  not  require  extensive,  individual  design 
studies  before  the  license  is  granted. 

Our  fourth  strategy  is  to  develop  permanent  and  reliable  new  energy 
sources.  The  most  promising,  of  course,  is  solar  energy,  for  which  most 
of  the  technology  is  already  available.  Solar  water  heaters  and  solar 
space  heaters  are  ready  now  for  commercialization.  All  they  need  is 
some  initiative  to  initiate  the  growth  of  a  large  new  market  in  our 
country. 

Therefore,  I  am  proposing  a  gradually  decreasing  tax  credit,  to  run 
from  now  through  1984,  for  those  who  purchase  approved  solar  heating 
equipment.  Initially,  it  would  be  40  percent  of  the  first  $1,000  and  25 
percent  of  the  next  $6,400  invested  to  provide  solar  heating  for  a  home. 

Increased  production  of  geothermal  energy  can  be  insured  by 
providing  the  same  tax  incentives  as  exist  for  gas  and  oil  drilling 
operations. 

Our  guiding  principle  as  we  developed  this  plan  was  that  above  all 
it  must  be  fair.  None  of  our  people  must  make  an  unfair  sacrifice. 
None  should  reap  an  unfair  benefit.  The  desire  for  equity  is  reflected 
throughout  our  plan : 

In  the  wellhead   tax,  which  encourages  conservation  but  is 
returned  to  the  public; 

In  a  dollar-for-dollar  refund  of  the  wellhead  tax  as  it  affects 
home  heating  oil,  particularly  in  the  Northeast ; 
In  reducing  the  unfairness  of  natural  gas  pricing; 
In  insuring  that  homes  will  have  the  oil  and  natural  gas  they 
need,  while  industry  turns  toward  the  more  abundant  coal  that 
can  also  suit  its  needs; 
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In  basing  utility  prices  on  true  cost,  so  every  user  pays  a  fair 
share; 

In  the  automobile  tax  and  rebate  system,  which  rewards  those 
who  save  our  energy  and  penalizes  those  who  wa>te  it. 

I  propose  one  other  step  to  insure  proper  balance  in  our  plan.  We 
need  more  accurate  information  about  the  supplies  of  energy  and  about 
the  companies  which  produce  energy. 

If  we  are  asking  sacrifices  of  ourselves,  we  need  facts  that  we  can 
count  on.  We  need  an  independent  information  system  that  will  give 
us  reliable  data  about  energy  reserves  and  production,  emergency 
capabilities,  and  financial  data  from  the  energy  producers. 

I  happen  to  believe  in  competition,  and  we  don't  have  enough  of  it 
right  now. 

During  this  time  of  increasing  scarcity,  competition  among  energy 
producers  and  distributors  must  simply  be  guaranteed.  I  recommend 
that  individual  accounting  be  required  from  energy  companies  for 
production,  refining,  distribution,  and  marketing — separately  for  do- 
mestic and  foreign  operations.  Strict  enforcement  of  the  antitrust  laws 
based  on  this  data  may  prevent  the  need  for  divestiture. 

Profiteering  through  tax  shelters  should  be  prevented,  and  independ- 
ent drillers  should  have  the  same  intangible  tax  credits  as  the  major 
corporations. 

The  energy  industry  should  not  reap  large,  unearned  profits.  In- 
creasing prices  on  existing  inventories  of  oil  should  not  result  in  wind- 
fall ga^ns  but  should  be  captured  for  the  people  of  our  country. 

Now,  we  must  make  it  clear  from  no  won  to  everyone  that  our 
people,  through  their  Government,  will  now  be  setting  the  energy 
policy  for  our  country. 

The  new  Department  of  Energy,  which  the  Congress  is  already  con- 
sidering, should  be  established  without  delay.  Continued  fragmenta- 
tion of  Government  authority  and  responsibility  of  our  energy  pro- 
gram for  this  Nation  is  both  dangerous  and  unnecessary. 

Two  nights  ago,  I  said  that  this  difficult  effort  which  I  have  out- 
lined would  be  the  moral  equivalent  of  war.  If  successful,  this  effort 
will  protect  our  jobs,  it  will  protect  our  environment,  it  will  protect 
our  national  independence,  it  will  protect  our  standard  of  living,  it  will 
also  protect  our  future. 

Our  energy  policy  will  be  innovative,  but  it  will  be  fair  and  predict- 
able. It  will  not  be  easy;  it  will  demand  the  best  of  us — our  vision,  our 
dedication,  our  courage,  and  our  sense  of  common  purpose. 

This  is  a  carefully  balanced  program,  depending  for  its  fairness  on 
all  its  major  component  parts.  It  will  be  a  test  of  our  basic  political 
strength  and  ability. 

But  we've  met  challenges  before,  and  our  Nation  has  been  the 
stronger  after  the  challenge  was  met.  That's  the  responsibility  that 
we  face — you  in  the  Congress,  the  members  of  my  own  administration, 
and  all  the  people  of  our  country.  I  am  confident  that  together  we  will 
succeed. 

Thank  you  very  much,  and  good  night. 

Jimmy  Carter. 

The  White  House,  April  20,  1977. 
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Fact  Sheet  on  the  President's  Program,  April  20,  1977 

The  President  tonight  addressed  a  joint  session  of  Congress  and 
presented  the  outline  of  a  national  energy  plan  to  be  submitted  to 
the  Congress  next  week. 

I.  National  Energy  Policy  Principles,  Strategies,  and  Goals 

A.    PRINCIPLES 

The  National  Energy  Plan  is  based  on  10  fundamental  principles. 

1.  We  can  have  an  effective  and  comprehensive  energy  policy  only 
if  the  Government  takes  responsibility  for  it  and  if  the  people  under- 
stand the  seriousness  of  the  challenge  and  are  willing  to  make  sacri- 
fices. 

2.  Healthy  economic  growth  must  continue.  Only  by  saving  energy 
can  we  maintain  our  standard  of  living  and  keep  our  people  working. 

3.  We  must  protect  the  environment.  Our  energy  problems  have 
the  same  cause  as  our  environmental  problems — wasteful  use  of 
resources.  Conservation  helps  us  solve  both  at  once. 

4.  We  must  reduce  our  vulnerability  to  potentially  devastating  em- 
bargoes. We  can  protect  ourselves  from  uncertain  supplies  by  reducing 
our  demand  for  oil,  making  the  most  of  our  abundant  resources  such 
as  coal,  and  developing  a  strategic  petroleum  reserve. 

5.  We  must  be  fair.  Our  solutions  must  ask  equal  sacrifices  from 
every  region,  every  class  of  people,  every  interest  group.  IrMustry 
will  have  to  do  its  part  to  conserve,  just  as  consumers  will.  The 
energy  producers  deserve  fair  treatment,  but  we  will  not  let  the 
energy  companies  profiteer. 

6.  The  cornerstone  of  our  policy  is  to  reduce  demand  through  con- 
servation. Our  emphasis  on  conservation  is  a  clear  difference  between 
this  plan  and  others  which  merely  encouraged  crash  production  efforts. 
Conservation  is  the  quickest,  cheapest,  most  practical  source  of  energy. 

7.  Prices  should  generally  reflect  the  true  replacement  cost  of 
energy.  We  are  only  cheating  ourselves  if  we  make  energy  artificially 
cheap  and  use  more  than  we  can  really  afford. 

8.  Government  policies  must  be  predictable  and  certain.  Both  con- 
sumers and  producers  need  policies  they  can  depend  on  so  they  can 
plan  ahead. 

9.  We  must  conserve  the  fuels  that  are  scarcest  and  make  the  most 
of  those  that  are  more  plentiful.  We  cannot  continue  to  use  oil  and 
gas  for  75  percent  of  our  consumption  when  they  make  up  only  8  per- 
cent of  our  domestic  reserves.  We  need  to  shift  to  plentiful  coal  while 
taking  care  to  protect  the  environment,  and  to  apply  stricter  safety 
standards  to  nuclear  energy. 

10.  We  must  start  now  to  develop  the  new,  unconventional  sources 
of  energy  we  will  rely  on  in  the  next  century. 

B.    STRATEGY 

1.  The  objectives  of  the  National  Energy  Plan  are: 
a.  In  the  short  term,  to  reduce  dependence  on  foreign  oil  and  to 
limit  supply  disruptions. 
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b.  In  the  medium  term,  to  weather  the  eventual  decline  in  the 
availability  of  world  oil  supplies  caused  by  capacity  limitations. 

c.  In  the  long  term,  to  develop  renewable  and  essentially  inex- 
haustible sources  of  energy  for  sustained  economic  growth. 

2.  The  major  strategies  for  reaching  these  objectives  are: 

a.  Implementation  of  an  effective  conservation  program  for  all 
sectors  of  energy  use  so  as  to  reduce  the  rate  of  demand  growth  to 
less  than  2  percent,  thereby  helping  to  achieve  both  the  short-  and 
medium-term  goals. 

b.  The  conversion  of  industry  and  utilities  using  oil  and  natural 
gas  to  coal  and  other  more  abundant  fuels  to  reduce  imports  and 
make  natural  gas  more  widely  available  for  household  use,  thereby 
helping  to  achieve  both  the  short-  and  medium-term  goals. 

c.  A  vigorous  research  and  development  program  to  provide  renew- 
able and  essentially  inexhaustible  resources  to  meet  United  States 
energy  needs  in  the  next  century,  thereby  helping  to  achieve  the  long 
term  goal. 

C.    NATIONAL    ENERGY    GOALS 

A  national  energy  plan  is  not  something  that  can  be  adopted  and 
then  forgotten.  There  is  no  quick  or  easy  solution  to  the  energy 
problem. 

The  President  will  propose  as  part  of  his  comprehensive  energy 
legislation  the  following  energy  goals  to  be  achieved  between  now  and 
1985.  The  Congress  will  be  requested  to  support  these  goals  by  enact- 
ing a  Joint  Resolution  of  the  Senate  and  House  committing  the 
Nation  to: 

Reducing  annual  growth  of  United  States  energy  demand  to 
less  than  2  percent; 

Reducing  oil  imports  from  a  potential  level  of  16  million 
barrels  a  day  to  less  than  6  million  barrels,  about  one-eighth  of 
total  energy  consumption; 

Achieving  a  10  percent  reduction  in  gasoline  consumption; 
Insulating  90  percent  of  all  residences  and  other  buildings; 
Increasing  coal  production  on  an  annual  basis  by  at  least  400 
million  tons; 

Using  solar  energy  in  more  than  2%  million  homes. 

II.  Effects  of  the  President's  Energy  Plan 

The  President's  energy  plan,  if  implemented  effectively,  is  projected 
to  save  about  4.6  million  barrels  of  oil  per  day  (MMB/D)  of  oil  over 
the  amount  of  oil  we  would  otherwise  require  by  1985.  These  savings 
would  reduce  oil  imports  to  about  7  MMB/D  by  1985,  a  40-percent 
decrease.  The  President  has  established  a  goal  of  reducing  imports 
to  below  6  MMB/D,  which  would  require  voluntary  conservation 
efforts  by  the  American  public. 

Based  on  econometric  projections,  the  President's  program  is  fore- 
casted to  have  small,  but  generally  positive  impacts  on  the  economy. 
The  program  would  stimulate  about  100,000  jobs  by  1985.  It  would 
increase  GXP  by  0.7  percent  in  1978  and  about  0.4  percent  in  1985.  It- 
would  increase  the  GXP  deflator  by  about  0.4  percent  annually 
through  1985.  Even  if  the  standby  gas  tax  were  triggered,  GXP  would 
still  increase  and  the  inflation  impact  would  still  be  small. 
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III.  The  President's  Energy  Program 

The  elements  of  the  total  program  are  summarized  in  the  pages 
that  follow. 

A.    CONSERVATION 

1 .   Transportation 

a.  Gas  guzzler  tax  and  rebate  (legislative) :  Because  present  law  and 
regulations  are  insufficient  to  assure  that  needed  conservation  will 
take  place  in  this  sector,  a  graduated  excise  tax  would  be  imposed  on 
new  automobiles  and  light  duty  trucks  whose  fuel  economy  fails  to 
meet  the  applicable  fuel  economy  standard  under  existing  law. 
Graduated  rebates  would  be  given  for  automobiles  and  light  duty 
trucks  whose  fuel  economy  is  better  than  the  standard. 

The  tax  schedule  would  be  fixed  by  statute,  and  taxes  would  begin 
in  model  year  1978,  increase  each  year  through  1985,  and  remain 
constant  thereafter.  The  rebate  schedule  will  be  adjusted  each  year 
in  advance  by  the  IRS  so  that  total  estimated  rebate  payments  will 
not  exceed  the  estimated  tax  receipts.  The  proposed  tax  and  rebate 
table  is  attached  as  Appendix  A. 

Electric  vehicles  will  be  eligible  for  the  maximum  rebate.  Rebates 
will  be  available  for  vehicles  manufactured  in  the  United  States  and 
Canada.  Rebates  would  be  available  for  vehicles  manufactured  in 
other  countries  on  the  basis  of  treaties  or  executive  agreements  entered 
into  between  these  countries  and  the  United  States.  The  President's 
Special  Representative  for  Trade  Negotiations  will  work  with  other 
nations  to  develop  equitable  rebate  agreements. 

b.  Auto  efficiency  standards  (administrative):  In  order  to  continue 
the  progress  made  to  date  on  automobile  fuel  efficiency,  the  Secretary 
of  Transportation  will  begin  the  analysis  necessary  to  exercise  his 
authority  to  raise  mileage  standards  above  27.5  mpg  after  1985. 

c.  55  mph  speed  limit  (administrative) :  The  President  has  requested 
that  the  national  55  mph  speed  limit  be  vigorously  enforced  by  States 
and  municipalities.  The  Secretary  of  Transportation  may,  if  he  finds 
it  necessary,  withhold  highway  trust  fund  revenues  from  States  not 
enforcing  the  limit. 

d.  Standby  gasoline  tax  (legislative) :  A  standby  gasoline  tax  is  pro- 
posed to  go  into  effect  if  targets  for  gasoline  consumption  are  not  met. 
The  targets  take  into  account  the  effects  of  the  gas-guzzler  tax  and 
compliance  with  mandatory  fuel  economy  standards  for  new  cars,  and 
assume  some  additional  reduction  in  consumption  through  such  items 
as  observing  speed  limits  and  more  carpooling. 

The  goals,  listed  below  permit  limited  increases  in  gasoline  consump- 
tion until  1980;  from  1980  to  1987,  the  goal  constitutes  an  achievable 
reduction  in  gasoline  consumption  despite  increases  in  total  miles 
traveled. 

If  gasoline  consumption  nationwide  in  1978  exceeds  the  target  set 
for  1978  by  one  percent  or  more,  a  5-cent-per-gallon  tax  will  be  im- 
posed on  January  15,  1979.  In  any  subsequent  year,  the  tax  will 
amount  to  5  cents  per  gallon  for  each  percent  that  consumption  in  the 
prior  year  exceeded  the  target,  except  that  the  tax  could  not  be 
increased  or  reduced  more  than  5  cents  per  year.  The  tax  will  rise, 
remain  the  same,  or  fall,  depending  on  the  prior  year's  record.  The 
cumulative  amount  of  taxes  applicable  in  any  one  year  may  not  exceed 
50  cents  per  gallon. 


403 

Any  funds  collected  would  be  rebated  to  the  American  people 
progressively  through  the  Federal  income  tax  system  and  by  direct 
payments  to  people  who  do  not  pay  taxes. 

e.  Expand  nse  of  Highway  Trust  Fund:  By  reducing  gasoline  con- 
sumption, State  revenues  from  gasoline  taxes  would  also  be  reduced. 
These  funds  are  used  by  the  States  for  repair  and  maintenance  of 
highways.  The  administration  will  develop  a  program  which  will 
reduce  their  hardships  and,  to  insure  adequate  highway  maintenance, 
will  compensate  them  for  this  loss  through  sources  such  as  the  High- 
way Trust  Fund. 

f.  Efficiency  standards  for  light  duty  trucks  (administrative):  The 
Secretary  of  Transportation  is  authorized  under  the  Energy  Policy 
and  Conservation  Act  to  promulgate  efficiency  standards  for  trucks 
weighing  10,000  pounds  or  less.  He  is  currently  in  the  process  of  pro- 
mulgating standards  for  trucks  weighing  6,000  pounds  or  less.  The 
President  has  directed  the  Secretary  to  commence  a  proceeding  to 
cover  trucks  weighing  more  than  6,000  pounds. 

g.  Removal  of  10-percent  excise  tax  on  intercity  buses  (legislative)  : 
Since  buses,  like  railroads,  are  fuel-efficient  forms  of  transportation, 
the  current  10-percent  excise  tax  on  intercity  buses  would  be  removed 
to  encourage  expansion  in  use  of  this  form  of  transportation. 

h.  Tax  on  aviation  and  marine  fuel  (legislative) :  The  existing 
Federal  excise  tax  preferences  for  general  aviation  and  motorboat  fuel 
would  be  eliminated.  This  change  would  not  affect  commercial  airlines 
or  commercial  fishermen.  The  tax  on  aviation  fuel  would  increase  from 
7  to  11  cents  a  gallon.  The  current  2  cents  rebate  for  motorboat  fuel 
would  be  collected  and  transferred  to  the  Land  and  Water  Conserva- 
tion Fund. 

i.  Federal  Energy  Management  Program 

The  President  will  direct  Federal  agencies  to  alter  their  auto 
purchasing  practices  so  that  new  cars  purchased  by  the  Govern- 
ment will,  on  the  average,  exceed  the  average  fuel  economy  stand- 
ard under  the  EPCA  by  at  least  2  mpg  in  1978,  and  by  at  least  4 
mpg  in  1980  and  thereafter  (administrative). 

Legislation  will  be  proposed  to  initiate  a  Federal  vanpooling 
program.  This  program  will  demonstrate  the  energy  conserva- 
tion and  pollution  control  potential  of  this  form  of  commuter 
transportation  by  the  largest  employer  in  the  Nation.  About 
6,000  vans  will  be  purchased  by  the  Government  and  made  avail- 
able for  use  by  Federal  employees.  All  costs  of  the  program  will  be 
repaid  to  the  Federal  Government  by  the  riders  (legislative). 

2.  Buildings. 

a.  National  Residential  Energy  Conservation  Program  for  FJxisting 
Buildings 

Homeowners  will  be  entitled  to  a  tax  credit  of  25  percent  of 
the  first  $800  and  15  percent  of  the  next  $1400  spent  on  approved 
conservation  measures.  The  credits  will  be  available  for  measures 
undertaken  between  April  20,  1977,  and  December  31,  1984 
(legislative). 

State  public  utility  commissions  will  be  required  to  direct 
utilities  to  offer  their  customers  a  residential  energy  conserva- 
tion service  performed  by  the  utility  and  financed  by  loans  repaid 
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through  monthly  utility  bills.  The  utilities  must  also  inform 
customers  of  other  available  residential  conservation  programs 
and  how  to  obtain  financing,  materials,  and  labor  to  perform 
residential  conservation  themselves.  Other  fuel  suppliers  would 
be  encouraged  to  offer  similar  programs,  with  the  help  of  their 
State  energy  offices  (legislative). 

The  Federal  Government  will  remove  the  barriers  to  opening 
a  secondary  market  for  residential  energy  conservation  loans 
through  the  Federal  Home  Loan  Mortgage  Corporation  and  the 
Federal  National  Mortgage  Association.  This  action  should  help 
to  ensure  that  capital  is  available  to  homeowners  at  reasonable 
interest  rates  for  residential  energy  conservation  through  private 
lending  institutions  (legislative). 

Funding  for  the  existing  low-income  residential  conservation 
program  (weatherization)  will  be  increased  to  $130  million  in 
fiscal  year  1978;  and  $200  million  in  FY  1979  and  in  FY  1980 
(budget). 

The  Secretary  of  Labor  will  take  all  appropriate  steps  to 
ensure  that  recipients  of  funds  under  the  Comprehensive  Employ- 
ment and  Training  Act  (CETA)  will  supply  labor  for  the  resi- 
dential conservation  program.  The  CETA  program's  employ- 
ment levels,  as  proposed  by  the  administration,  would  meet  the 
labor  requirements  of  the  program  (administrative/budget). 

The  Secretary  of  Agriculture  will  vigorously  implement  a 
rural  home  weatherization  program  in  cooperation  with  the 
Nation's  1,000  rural  electric  cooperatives,  with  loans  provided 
through  the  Farmer's  Home  Administration  (administrative). 

Businesses  will  be  entitled  to  a  10-percent  tax  credit,  in  addition 
to  the  existing  investment  tax  credit,  for  investments  made  in 
approved  conservation  measures  (legislative). 

A  Federal  grants  program  will  assist  public  and  nonprofit 
schools  and  hospitals  in  installing  conservation  measures,  funded 
at  the  rate  of  $300  million  per  year  for  3  years  (legislative/budget). 

The  Secretary  of  Commerce  will  encourage  State  and  local 

governments   to  include  items   that  will  contribute   to   energy 

conservation  in  their  proposals  under  the  Department's  Local 

Public  Works  program  (administrative). 

Except  for  participation  by  electric  and  gas  utilities,  the  residential 

energy  conservation  program  is  voluntary.  However,  if  the  programs 

described  above  are  insufficient  in  achieving  widespread  residential 

energy  conservation,  then  mandatory  measures  will  be   considered; 

e.g.,  a  requirement  that  homes  must  be  insulated  before  they  are  sold. 

b.  Mandatory  efficiency  standards  j or  new  buildings  (administrative/ 
budget):  The  Secretary  of  Housing  and  Urban  Development  will 
advance  by  one  year,  from  1981  to  1980,  the  effective  date  of  the 
mandatory  standards  required  for  new  residential  and  commercial 
buildings  by  the  Energy  Conservation  and  Production  Act,  with 
funds  to  be  made  available  to  States  to  help  them  in  this  effort. 

c.  Federal  buildings  (administrative/budget) :  The  President  will 
direct  all  Federal  agencies  to  adopt  procedures  which  aim  at  reducing 
energy  use  per  square  foot  by  1985  by  20  percent  from  1975  energy 
consumption  levels  for  existing  Federal  buildings  and  by  45  percent 
for  new  Federal  buildings.  Investments  which  are  not  cost-effective 
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would  not  be  funded  under  the  program.  The  Director  of  the  Office  of 
Management  and  Budget  and  the  Administrator  of  the  Federal  Energy 
Administration  will  implement  this  program. 

d.  Solar  energy  in  Federal  buildings  (legislative/budget) :  The  Federal 
Government  will,  in  addition,  spend  up  to  $100  million  over  the  next 
3  years  to  add  solar  hot  water  and  space  heating  to  suitable  Federal 
structures  to  help  demonstrate  the  commercial  potential  of  such 
measures. 

3.  Appliances  (legislative) :  The  present  appliance  efficiency  program 
will  be  strengthened.  Voluntary  targets  will  be  replaced  by  manda- 
tory standards  on  certain  home  appliances,  such  as  air  conditioners, 
furnaces,  water  heaters  and  refrigerators,  as  soon  as  possible.  The 
program  under  existing  law  to  develop  test  procedures  and  to  establish 
labeling  requirements  for  appliances  will  be  continued. 

4.  Industrial  conservation  (legislative) :  Legislation  will  be  proposed 
for  a  5-year,  10-percent  investment  tax  credit  for  investment  in  ap- 
proved energy-saving  industrial  equipment,  including  solar  energy 
equipment,  that  could  be  incorporated  in  existing  plants.  This  credit 
would  be  in  addition  to  the  present  10-percent  tax  credit. 

5.  Cogeneration  of  electricity  and  process  steam  (legislative) : 

In  order  to  utilize  effectively  the  enormous  quantities  of  heat 
wasted  in  the  production  of  electric  power,  legislation  will  be 
submitted  to  encourage  cogeneration — production  of  electric  pow- 
er and  other  useful  forms  of  energy  (such  as  heat  or  process  steam) 
from  the  same  facility. 

An  exemption  from  Federal  and  State  public  utility  regulations 
would  be  available  to  industrial  cogenerators. 

The  Federal  Power  Commission  would  be  required  to  establish 
procedures  to  assure  fair  rates  for  both  sale  of  power  by  cogener- 
ators and  for  purchase  of  backup  power. 

Industries  using  cogeneration  would  be  entitled  to  intertie  with 
utility  transmission  facilities  to  sell  surplus  power  and  buy  backup 
power  at  fair  prices. 

A  tax  credit  of  10  percent,  in  addition  to  the  current  10-percent 
tax  credit,  would  be  provided  for  the  purchase  of  cogeneration 
equipment.  Those  industries  which  invest  in  equipment  could  be 
exempted  from  the  requirement  to  convert  from  oil  and  gas  in 
cases  where  an  exemption  is  necessary  to  stimulate  cogeneration. 

6.  District  heating  (administrative/budget) : 

State  public  utility  commissions  will  be  encouraged  to  use 
district  heating  as  a  criterion  in  siting  certification  and  rate- 
making  for  new  generating  facilities. 

The  Administrator  of  the  Energy  Research  and  Development 
Administration  will  initiate  in  FY  1978  a  new  demonstration 
program  to  make  use  of  waste  heat  generated  by  ERDA's  ura- 
nium enrichment  plants  at  Oak  Ridge,  Tenn.,  Paducah,  Ky.,  and 
Portsmouth,  Ohio.  The  recovered  waste  heat  would  be  used  on 
site  and  by  nearby  households,  industry,  and  farms. 

7.  Utility  rate  reform  (legislative) :  Conventional  utility  pricing 
policies  discourage  conservation.  The  smallest  users  commonly  pay 
the  highest  per  unit  price  due  to  practices  such  as  declining  block 
rates.  Rates  often  do  not  reflect  the  costs  imposed  on  society  by  the 
actions  of  utility  consumers.  The  result  is  waste  and  inequity.  The 
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President  will  therefore  submit  legislation  which  contains  the  following 
provisions: 

State  public  utility  commissions  must  require  their  regulated 
electric  utilities  to  phase  out  and  eliminate  promotional,  declin- 
ing, and  other  rates  for  electricity  that  do  not  reflect  cost  inci- 
dence. 

To  shift  energy  use  from  peak  to  nonpeak  periods,  electric 
utilities  would  be  required  to  offer  daily  off-peak  rates  to  each 
customer  who  is  willing  to  pay  metering  costs  and  to  offer  lower 
rates  to  customers  willing  to  have  their  power  interrupted  at 
times  of  highest  peak  demand. 

Master  metering  for  electricity  would  generally  be  prohibited 
in  new  structures. 

State  public  utility  commissions  would  require  gas  utilities  to 
eliminate  declining  block  rates  and  to  implement  such  rules  as 
FPC  may  prescribe  with  respect  to  master  metering,  summer- 
winter  rate  differentials,  and  interruptible  rates. 

By  amendment  to  the  Federal  Power  Act,  the  Federal  Power 
Commission   would    be    authorized    to    require    interconnection 
and  power  pooling  between  utilities  even  if  they  are  not  presently 
under  FPC  jurisdiction,  and  to  require  "wheeling"  (the  trans- 
mission of  power  between  two  noncontiguous  utilities  across  a 
third  utility's  system). 
8.  Taxes  on  oil  and  natural  gas:  The  oil  and  natural  gas  pricing  and 
tax  policy  discussed  in  Part  F  will  achieve  substantial  savings  in 
natural  gas  and  petroleum  consumption.  The  oil  and  gas  consumption 
taxes  are  directed  primarily  at  industrial  and  utility  use,  and  will 
encourage  investments  by  industry  to  use  these  scarce  fuels  more 
efficiently. 

B.    MANAGEMENT   INFORMATION   SYSTEMS 

To  carry  out  the  President's  energy  plan  and  to  protect  the  energy 
consuming  public  generally,  the  Government  needs  more  detailed  and 
reliable  information  on  oil  and  gas  reserves,  on  oil  company  operations, 
and  on  local  energy  supplies  and  demand. 

Accordingly,  a  three-part  energy  information  program  will  be  pro- 
posed. They  represent  the  beginning  of  implementation  of  a  National 
Energy  Information  System  which  will,  when  full}'  developed,  pro- 
vide a  comprehensive  and  authoritative  source  of  energy  information. 

1.  Petroleum  Production  and  Reserves  Information  System  (adminis- 
trative/budget) :  The  proposed  Department  of  Energy,  upon  its  crea- 
tion, would  take  over  the  audit  and  verification  roles  now  performed 
by  the  American  Gas  Association  and  the  American  Petroleum  Insti- 
tute. These  industry  associations  and  their  member  companies  would 
be  required  to  open  their  reserve  estimation  process  to  Federal  offi- 
cials, who  would  supervise  the  collection  and  preparation  of  reserve 
data.  Information  collected  and  submitted  through  this  system  would 
be  randomly  audited  at  the  company  level.  Existing  law  regarding 
the  protection  of  confidential,  proprietary  information  would  not  be 
changed.  This  system  will  consolidate  the  reserves  information  gath- 
ering activities  of  Government  agencies,  where  possible,  and  will 
eliminate  redundant  reporting  which  now  occurs  among  the  various 
agencies. 
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2.  Petroleum  Company  Financial  Data  System    (administrative 
budget)  :  This  system  would  require  all  large  companies,  and  a  -ample 
of  small  firms,  engaged  in  crude  oil  or  natural  gas  production  to  submit 
detailed  financial  information  to  the  Federal  Government.  Companies 

would  have  to  conform,  ultimately,  to  a  uniform  system  of  accounts 
and  to  report  capital  expenditures  and  operating  results  by  geographic 
region  and  type  of  fuel.  They  would  be  required  to  submit  information 
relating  to  functional  areas,  including  refining,  production,  marketing, 
and  pipelines,  and  information  relating  to  foreign  as  well  as  domestic 
operations.  This  comprehensive  reporting  .system  would  enable  the 
Government  to  assess  the  performance  of  individual  firms  and  the 
industry,  as  a  whole,  providing  accountability  of  vertical  operations 
of  the  integrated  companies.  Existing  law  regarding  the  protection 
of  confidential,  proprietary  information  would  not  be  changed. 

3.  Emergency  Management  Information  System  (administrative/ 
budget) :  This  system  would  provide  Government  with  the  information 
on  local  energy  supplies  and  demand  needed  to  respond  to  an  oil 
embargo,  a  natural  gas  shortage,  or  other  energy  emergency.  Examples 
of  potential  future  shortages  include  possible  electrical  power  shortages 
in  the  West  this  coming  summer  and  natural  gas  shortages  in  future 
winters.  State  energy  offices,  assisted  by  the  Federal  Government, 
would  collect  and  maintain  the  data. 

C.    INDUSTRY    COMPETITION 

Promotion  and  maintenance  of  competition  is  a  critical  aspect  of 
public  policy.  Since  energy  is  an  essential  commodity  for  all  Americans, 
effective  competition  in  the  energy  industries  is  a  matter  of  vital 
concern.  The  President's  energy  plan  calls  for  continuous  vigilance  to 
ensure  that  the  structure,  behavior,  and  performance  of  the  energy 
industries  are  vigorously  competitive. 

The  Under  Secretary  for  Policy  and  Evaluation  within  the  proposed 
Department  of  Energy  would  have  prime  responsibility  to  ensure  that 
all  policies  and  programs  of  the  Department  promote  competition.  The 
Department  of  Energy  would  seek  to  preserve  the  competitive  viabil- 
ity of  independents  in  all  segments  of  the  energv  industry. 

In  recent  years,  trends  and  practices  in  the  energy  industries  have 
created  substantial  public  concern.  Attention  has  focused  particularly 
on  the  oil  and  natural  gas  industry,  but  also  on  situations  in  other 
energy  industries,  such  as  coal  and  uranium,  joint  ventures,  and  the 
international  activities  of  the  major  multinational  firms. 

Horizontal  diversification  by  oil  and  gas  producers,  particularly  into 
the  coal  industry,  has  aroused  fears  that  the  major  firms  will  be  able  to 
restrict  the  development  of  alternative  fuel  sources.  The  existence  of 
such  power  could  be  very  detrimental  to  the  Nation  as  it  increases  its 
reliance  on  coal,  uranium,  and  renewable  energy  sources.  The  trend  of 
oil  and  gas  company  entry  into  coal  mining  merit  continuous  close 
attention. 

From  information  available  at  the  present  time,  it  does  not  appear 
that  new  laws  mandating  either  vertical  or  horizontal  divestiture  are 
required  in  order  to  promote  or  maintain  competition  in  the  energy 
industries.  That  conclusion  is  subject  to  change.  If  it  should  appear 
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that  there  are  anti-competitive  problems  in  the  energy  industries  that 
cannot  be  reached  under  current  laws,  new  legislation  would  be 
proposed. 

D.    STATE    AND    LOCAL    GOVERNMENT    PARTICIPATION 

A  National  Energy  Plan  can  be  built  only  on  a  foundation  of  part- 
nership and  understanding  among  the  Federal  Government,  the 
States,  local  governments,  and  the  Nation's  Indian  tribes,  which  own 
a  substantial  part  of  the  Nation's  energy  resources. 

The  President  is  committed  to  ensuring  that  no  State,  local  com- 
munity, or  Indian  tribe  suffers  as  a  result  of  energy  development. 
In  order  to  assess  the  adequacy  of  existing  impact  assistance  programs 
and  make  certain  that  there  are  no  gaps,  he  has  ordered  that  his  Assist- 
ant for  energy  and  the  Director  of  OMB  undertake  a  careful  review  of 
such  programs.  If  gaps  are  found  to  exist  in  coverage,  legislation  to 
remedy  those  problems  will  be  proposed. 

E.    ASSISTANCE    FOR   LOW-INCOME    PERSONS 

Government  at  all  levels  has  the  responsibility  for  protecting  low- 
income  citizens  from  the  most  severe  effects  of  the  energy  crisis.  The 
Plan  contains  several  programs  to  carry  out  the  responsibility. 

The  weatherization  program,  by  insulating  large  numbers  of  low- 
incomes  homes,  would  protect  low-income  people  not  only  from  the 
cold  but  also  from  rising  fuel  bills.  The  rebate  system  for  the  wellhead 
tax  on  oil  and  the  standby  gasoline  tax  would  distribute  funds  to  low- 
income  persons  in  a  progressive  manner.  The  price  controls  on  natural 
gas  and  the  allocation  of  high  cost  sources  to  industry  will  protect 
low-income  consumers  whose  homes  are  heated  with  natural  gas.  The 
price  controls  on  oil  and  the  rebate  system  to  exempt  home  heating 
oil  from  the  impact  of  taxes  on  oil  will  protect  low-income  consumers 
whose  homes  are  heated  with  oil.  For  the  longer  run,  protection  for 
low-income  people  from  the  gradually  increasing  cost  of  energy,  lies 
in  a  reformed  welfare  system  on  which  the  administration  is  at  work. 

The  remaining  major  problem  is  the  possibility  that  the  Nation 
will  experience  future  supply  disruptions,  such  as  the  natural  gas 
shortage  last  winter  or  another  oil  embargo.  Such  events  could  cause 
temporary,  but  sharp  increases  in  the  cost  of  basic  energy  in  some 
regions,  or  to  users  of  particular  fuels.  Such  increases  are  particularly 
harmful  to  low-income  people,  who  have  little  or  no  discretionary 
income  with  which  to  meet  energy  price  rises.  Present  programs  have 
deficiencies  in  meeting  these  emergency  needs.  The  President  has, 
therefore,  directed  the  Secretary  of  Health,  Education,  and  Welfare 
to  complete  work  on  a  revised  emergency  assistance  program  for 
prompt  submission  to  the  Congress. 

F.  OIL  AND  NATURAL  GAS 

Oil  and  natural  gas  account  for  three-quarters  of  the  Nation's 
energy  needs,  yet  constitute  less  than  8  percent  of  current  domestic 
energy  reserves.  These  fuels  are  priced  domestically  below  their 
marginal  replacement  costs;  as  a  result,  the  Nation  uses  them  waste- 
fully  with  little  regard  to  their  true  value. 
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The  Federal  Government  must  provide  for  prices  that  provide 
adequate  incentives  for  producers  while  preventing  industry  from 
receiving  windfall  profits.  Price  controls  will  protect  consumers  from 
profiteering  by  producers,  while  taxes  on  utility  and  industrial  use 
of  oil  and  gas  will  encourage  conservation  and  conversion  to  coal. 
The  residential  sector  is  sheltered  as  the  Plan  would  keep  natural 
gas  prices  to  residential  users  down  and  provide  tax  rebates  for  home 
oil  use. 

1.  Oil  pricing  (legislative):  The  President  is  committed  to  the 
retention  of  domestic  oil  price  controls  for  the  foreseeable  future  to 
prevent  windfall  profits  for  oil  producers  who  would  otherwise  be 
able  to  charge  the  OPEC-determined  world  price  of  oil.  The  basic 
pricing  mechanism  adopted  by  the  Energy  Policy  and  Conservation 
Act  would  be  revised  and  extended  to  create  a  new  long-range  oil 
pricing  system  which  would : 

Continue  indefinitely  the  current  price  ceilings  of  $5.25  and 
$11.28  per  barrel  for  previously  discovered  oil,  subject  only  to 
escalation  at  the  general  rate  of  inflation; 

Allow  newly  discovered  oil  to  rise  over  a  3-year  period  to  the 
current  world  price  (adjusted  for  the  rate  of  inflation) ;  thereafter, 
newly  discovered  oil  would  continue  to  be  priced  at  the  1977 
world  price  with  adjustments  for  any  domestic  increases  in  the 
general  rate  of  inflation ; 

Define  newly  discovered  oil  as  oil  from  a  well  drilled  more  than 
2%  miles  from  an  existing  onshore  well  as  of  April  20,  1977, 
or  more  than  1,000  feet  deeper  than  any  well  within  any  2% 
mile  radius.  New  oil  offshore  will  be  limited  to  oil  from  lands 
leased  after  April  20,  1977; 

Any  price  increases  for  any  tier  in  excess  of  the  increases  in  the 
general  rate  of  inflation  recommended  by  the  executive  branch 
would  be  subject  to  congressional  disapproval  before  becoming 
effective; 

Incremental  tertiary  recovery  from  old  fields  and  stripper 
oil  would  be  free  of  price  controls, 
2.  OH  taxes  (legislative) :  All  domestic  oil  would  become  subject  to  a 
crude  oil  equalization  tax  applied  in  three  equal  stages  beginning 
on  January  1, 1978.  When  fully  phased  in,  the  tax  per  barrel  wroukl  equal 
the  difference  between  the  controlled  domestic  price  and  the  world 
price.  The  second  tax  installment  in  1979  would  bring  all  domestic 
crude  prices  up  to  the  $11.28  tier,  and  the  third  increment  would  bring 
it  to  the  world  price  in  1980.  Once  the  tax  is  fully  in  place,  it  would 
rise  with  world  oil  prices,  except  that  atuhority  would  exist  to  discon- 
tinue an  increase  if  the  world  price  increased  significantly  faster  than 
the  general  level  of  inflation.  The  net  funds  collected  as  a  result  of  this 
tax  would  be  returned  to  the  public,  on  a  per  capita  basis,  in  the  form 
of  tax  credits  or  direct  payments  for  those  who  have  no  tax  liability. 
The  oil  tax  would  provide  no  net  gain  to  the  Treasury  and  no  net 
loss  to  consumers  as  a  group,  while  establishing  a  more  realistic  energy 
pricing  system.  Once  the  tax  is  fully  in  effect,  all  domestic  oil  would 
have  approximately  the  same  price  (after  tax)  as  the  world  price,  the 
entitlements  program  wrould  be  terminated,  and  certain  related  regu- 
latory activities  could  be  phased  out. 
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3.  Natural  gas  pricing  (legislative):  Current  pricing  policy  evolved 
at  a  time  when  gas  was  a  surplus  byproduct  of  oil.  As  a  result  it  is  now 
the  Nation's  most  underpriced  and  oversold  fuel.  By  helping  bring 
natural  gas  supply  and  demand  back  into  balance,  this  pricing  proposal 
is  an  important  first  step  toward  deregulation.  If  the  oil  and  gas  pricing 
and  taxing  initiatives  in  this  Plan  succeed,  it  may  be  possible  to  return 
to  market-determined  price  for  new  natural  gas. 

The  new  gas  pricing  policy  provides  prices  for  new  gas  that  will  re- 
flect future  costs  and  risks  associated  with  finding  new  supplies,  rec- 
ognizes that  the  United  States  constitutes  a  single  market  for  natural 
gas,  and  continues  controls  on  old  gas. 
Specifically,  this  proposal  would: 

Subject  all  new  gas,  sold  anywhere  in  United  States,  to  a  price 
limitation  of  the  BTU  equivalent  of  the  average  refiner  acquisi- 
tion cost  (before  tax)  of  all  domestic  crude  oil.  That  price  limita- 
tion would  be  approximately  $1.75  per  Mcf  at  the  beginning  of 
1978;  the  interstate-intrastate  distinction  would  disappear  for 
new  gas; 

Define  new  natural  gas  using  the  same  standards  as  are  used 
to  define  newly  discovered  oil  (2}i  miles,  1,000  feet,  new  leases); 
Guarantee    price    certainty    at    current    levels    for    currently 
flowing  gas,  with  adjustments  to  reflect  inflation; 

Authorize  the  establishment  of  higher  incentive  pricing  levels 
for  specific  categories  of  high  cost  gas ; 

Allow  gas  made  available  at  the  expiration  of  existing  interstate 
contracts  or  by  production  from  existing  reservoirs  in  excess  of 
contracted  volumes  to  qualify  for  a  price  no  higher  than  the 
current  $1.42  Mcf  ceiling  adjusted  for  inflation;  gas  made  avail- 
able under  the  same  circumstances  from  existing  intrastate 
production  would  qualify  for  the  same  price  as  new  gas;  i.e., 
$1.75  per  Mcf  at  the  beginning  of  1978; 

Allocate  the  cost  of  the  more  expensive  new  gas  to  industrial 
users,  not  to  residential  and  commercial  users; 

Extend  Federal  jurisdiction  to  SNG  facilities  guaranteeing 
them  a  reasonable  rate  of  return. 
This  pricing  mechanism  would  not  affect  the  existing  intrastate 
contracts.  Because  the  Nation  will  remain  vulnerable  to  natural  gas 
supply  emergencies  during  the  coldest  months  of  the  year,  the  President 
will  propose  the  emergency  gas  allocation  authority  be  extended  for 
3  years. 

4.  Other  oil  and  gas  measures: 

a.  Alaskan  crude  pricing  (legislative) :  Inclusion  of  North  Slope  oil 
in  the  domestic  composite  price  under  the  current  provisions  in 
EPCA  would  introduce  a  degree  of  unnecessary  uncertainty  into 
domestic  crude  oil  pricing.  This  is  because  of  the  large  volume  of 
new  Alaskan  oil  that  would  initially  be  moving  into  the  composite 
average  at  a  wellhead  price  anticipated  to  be  considerably  below  the 
current  average.  Under  the  proposed  amendments  and  extension  of 
EPCA,  this  problem  would  be  eliminated.  The  $5.25,  $11.28,  and  new 
oil  pricing  tiers,  adjusted  for  inflation,  would  be  substituted  for  the 
composite  average  limitation.  Alaskan  oil  would  be  subject  to  an 
$11.28  wellhead  ceiling  price,  but  would  be  treated  as  foreign  oil  for 
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purposes  of  the  entitlements  program.  New  Alaskan  oil  finds  would 
be  subject  to  the  new  oil  wellhead  price. 

b.  Elk  Hills  production  (legislative):  Legislation  will  be  sought  to 
limit  production  from  Elk  Hills  Naval  Petroleum  Reserve  to  a  ready 
reserve  level  at  least  until  the  West-to-East  transportation  systems 
for  moving  the  Alaskan  oil  surplus  are  in  place  and  until  California 
refiners  have  completed  a  major  refinery  retrofit  program  to  enable 
more  Alaskan  oil  to  be  used  in  California. 

c.  Shale  oil  (administrative) :  Because  of  the  high  risks  and  costs 
involved  in  shale  oil  development,  shale  oil  will  be  entitled  to  receive 
the  world  price  of  oil  in  the  United  States. 

d.  Oil  stockpile  (administrativebudget) :  We  plan  to  expand  the 
Strategic  Petroleum  Reserve  to  one  billion  barrels  from  the  currently 
projected  500  million  barrels.  Such  a  reserve  would  enable  the  United 
States  to  withstand  a  serious  supply  interruption  for  10  months.  In 
addition,  rationing  and  conservation  contingency  plans  will  be  sub- 
mitted to  the  Congress  for  its  review.  The  FEA  will  undertake  an 
analysis  of  additional  contingency  plans  which  would  be  placed  into 
effect  during  a  severe  supply  interruption. 

e.  Liquified  natural  gas  (LNG)  (administrative) :  The  limitation  on 
the  importation  of  LXG  imposed  by  the  previous  administration  is 
being  replaced  by  a  more  flexible  policy  that  will  provide  for  a  case- 
by-case  analysis  of  each  project.  Strict  siting  criteria  would  foreclose 
the  location  of  future  tanker  docks  in  densely  populated  areas. 

f .  Synthetic  natural  gas  (SNG)  (administrative) :  Current  policy 
discourages  construction  of  SXG  facilities.  A  Federal  task  force  will 
be  established  to  identify  areas  where  additional  SNG  plants  should 
be  built.  The  FEA  will  ensure  that  plants  built  in  those  areas  will 
receive  priority  for  SXG  feedstocks. 

g.  Gas  development  (administrative):  Federal  reseaich  and  develop- 
ment programs  on  gas  from  geopressurized  zones  will  be  greatly 
accelerated.  Efforts  to  develop  gas  from  Devonian  shale  will  also  be 
expanded. 

h.  Outer  Continental  Shelf  (administrative) :  The  Congress  is  now 
considering  amendments  to  the  OCS  Lands  Act  which  would  provide 
additional  authorities  to  ensure  that  OCS  development  is  consistent 
with  national  energy  policies,  particularly  by  providing  for  a  flexible 
leasing  program  using  bidding  systems  that  enhance  competition, 
assure  a  fair  return  to  the  public,  and  promote  full  development  of 
OCS  resources.  The  administration  supports  these  amendments. 

i.  Gasoline  decontrol  (administrative) :  Gasoline  prices  have  never 
reached  their  allowable  controlled  ceilings,  and  marketers  have  con- 
tended for  some  time  that  deregulation  of  gasoline  would  increase 
competition  by  allowing  them  to  shop  among  suppliers. 

In  order  to  assure  the  maintenance  of  such  competition,  the  admin- 
istration will  support  legislation  similar  in  concept  to  the  current 
"Dealer  Day  in  Court"  statute  that  protects  service  >tation  dealers 
from  arbitrary7  cancellation  of  their  leases  by  major  oil  suppliers. 

In  addition,  the  administration  currently  hopes  to  eliminate  gaso- 
line price  controls  and  allocation  regulations  at  the  end  of  the  peak 
driving  season  this  coming  fall.  Gasoline  prices  and  market  competi- 
tion will  be  closely  monitored  and  controls  will  be  reimposed  if  prices 
rise  above  a  predetermined  trigger  level.  If  this  action  is  taken,  it 
would  permit  the  elimination  of  controls  while  protecting  consumers. 
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j.  Tax  change  (legislative):  A  competitive  problem  has  resulted 
from  an  effect  of  the  Tax  Reform  Act  of  1976,  which  changed  the  tax 
treatment  of  intangible  drilling  costs.  Some  independent  oil  and  gas 
producers  have  been  deprived  of  a  portion  of  the  tax  reduction  for 
such  expenses,  while  the  major  corporate  producers  continue  to  enjoy 
the  full  deduction.  This  anomaly  should  be  removed.  As  part  of  the 
President's  program  for  extending  oil  and  gas  price  controls,  the 
administration  would  urge  that  independent  oil  and  gas  producers 
receive  the  same  tax  treatment  of  intangible  drilling  costs  as  their 
corporate  competitors,  the  major  oil  companies.  Investors  who  finance 
oil  and  exploration  in  order  to  obtain  a  tax  shelter  foi  income  earned 
in  other  occupations  should  not,  however,  receive  such  a  benefit. 

G.    COAL,    NUCLEAR,    AND    HYDROELECTRIC    POWER 

Even  with  vigorous  conservation,  America's  demand  for  energ}* 
will  continue  to  grow  for  the  next  decade.  Although  the  United  States 
will  eventually  make  extensive  use  of  solar  and  other  nonconventional 
energy  sources,  it  will  have  to  rely,  for  at  least  the  next  two  decades, 
on  the  conventional  sources  now  at  hand:  oil,  natural  gas,  coal, 
nuclear  power,  and  hydroelectric  power. 

1.  Oil  and  natural  gas  users  tax  (legislative):  In  order  to  stimulate 
the  shift  away  from  oil  and  gas  toward  coal  and  the  conservation  of 
oil  and  gas  used  by  utilities  and  industry,  legislation  will  be  submitted 
which  would  do  the  following: 

Beginning  in  1979,  each  industrial  user  of  natural  gas  (except 
fertilizer  manufacturers  and  certain  agriculture  users)  would  be 
taxed  an  amount  equal  to  the  difference  between  his  average  cost 
of  natural  gas  and  a  price  target  keyed  to  current  price  of  distillate 
oil.  The  target  level  for  the  first  year's  tax  in  1979  would  be  $1.05 
below  the  BTU  equivalent  price  of  distillate.  The  target  price 
would  rise  to  equal  the  distillate  price  in  1985  and  beyond.  Thus, 
in  1979,  an  industrial  user  who  paid  $1.65  per  Mcf  would  pay  a 
tax  of  $.30  per  Mcf  to  bring  the  total  cost  of  gas  up  to  the  target 
level  of  $1.95  per  Mcf,  assuming  the  BTU  equivalent  of  distillate 
is  $3.00.  By  1985,  the  target  level  would  rise  to  approximately 
$3.30  per  Mcf,  resulting  in  an  average  tax  of  $1.10  per  Mcf  based 
on  a  projected  actual  gas  cost  of  $2.20  per  Mcf. 

Utility  users  of  natural  gas  would  be  similarly  taxed,  starting 
in  1983  at  an  amount  that  would  bring  the  cost  of  gas  to  them  to 
a  level  of  $.50  per  Mcf  below  the  BTU  equivalent  price  of  dis- 
tillate. The  tax  would  rise  so  that  by  1988  the  cost  of  gas  to  them 
would  equal  the  cost  of  an  equivalent  amount  of  distillate.  The 
later  starting  date  for  the  tax  on  utility  use  of  natural  gas  reflects 
the  longer  lead  time  required  by  utilities  to  convert  to  coal. 

Industrial  and  utility  users  of  petroleum  would  be  taxed  at  a 
flat  rate  since,  unlike  natural  gas  prices,  petroleum  prices  are 
relatively  uniform  nationwide.  Beginning  in  1979,  industrial  use 
would  be  taxed  $.90  per  barrel;  the  tax  would  rise  to  $3.00  per 
barrel  by  1985.  A  tax  on  utility  use  of  petroleum  would  begin  in 
1983  at  $1.50  per  barrel  and  remain  at  that  level  thereafter. 

Industry  would  be  eligible  for  either  an  additional  10-percent 
investment  tax  credit  for  conversion  expenditures  or  a  rebate  of 
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any  natural  gas  or  petroleum  taxes  paid,  up  to  the  amount  of 
any  expenditures  incurred  for  conversion  to  coal  or  other  fuels. 
The  rebate  in  any  year  could  not  exceed  the  amount  of  t axe- 
paid.  However,  there  would  be  a  carry-forward  provision  for 
conversion  expenditures  that  exceeded  the  tax  payments. 

Oil  and  gas  taxes  collected  from  utilities  would  be  set  aside  to 

help  utilities  accelerate  the  retirement  of  their  oil  and  gas  burning 

capacity. 

With  tax~  liability  delayed  until   1979  for  industry  and   1983  for 

utilities,    prudent    investors    undertaking    an    aggressive    conversion 

program  should  be  able  to  accumulate  enough  conversion  credits  to 

eliminate,  or  minimize,   the  actual  amounts  of  tax  collected.   As  a 

practical  matter  only  those  industrial  firms  and  utilities  which  lagged 

behind  in  conversion  would  be  subject  to  the  tax. 

2.  Coal  conversion  regulatory  policy  (legislative) :  In  order  to  assure 
the  great  possible  conversion  of  utilities  and  industrial  installations 
to  coal  and  other  fuels,  while  ensuring  compliance  with  applicable 
environmental  standards,  legislation  will  be  submitted  to: 

Prohibit  industry  and  utilities  from  burning  natural  gas  or 
petroleum  in  new  boilers  with  only  limited  environmental  and 
economic  exceptions;  industry  could  also  be  prohibited  from  burn- 
ing gas  or  petroleum  in  facilities  other  than  boilers,  by  regulations 
applicable  to  types  of  installations,  or  on  a  case-by-case  basis; 

Prohibit  existing  facilities  with  coal-burning  capability  from 
burning  gas  or  oil,  by  regulations  applicable  to  categories  or  on  a 
case-by-case  basis;  with  limited  temporary  exceptions,  no  utility 
will  be  permitted  to  burn  natural  gas  after  1990; 

Require  facilities  burning  coal  to  obtain  approval  to  shift  to 
petroleum  or  natural  gas; 

Require  utilities  burning  natural  gas  to  obtain  a  permit  to 
shift  to  petroleum ; 

Allow  any  industrial  firm  or  utility  prohibited  from  using 
natural  gas  to  sell  its  contract  to  purchase  gas  at  a  price  that 
would  provide  adequate  compensation. 

3.  Environmental  policy  j or  coal: 

The  administration  supports  a  strong,  but  consistent  and  cer- 
tain, environmental  policy  to  protect  the  environment  and  pro- 
vide the  confidence  industry  requires  to  make  investments  in 
energy  facilities.  That  policy  would : 

Require  the  installation  of  the  best  available  control 
technology  in  all  new  coal-fired  plants,  including  those  that 
burn  low-sulfur  coal ; 

Protect  areas  where  the  air  is  still  clean  from  significant 
deterioration; 

Encourage  States  to  classify  lands  to  protect  against 
significant  deterioration  within  3  years  after  enactment  of 
Clean  Air  Act  Amendments; 

Require  Governors  to  announce  intent  to  change  the  classi- 
fication of  the  allowable  air  quality  for  a  given  area  within 
120  days  after  an  application  is  made  to  construct  a  new 
source  in  that  area; 

Require  States  to  approve  or  disapprove  the  application 
within  1  year  thereafter. 
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The  President  believes  that  further  study  is  needed  with 
regard  to  the  Environmental  Protection  Agency's  current  policies 
allowing  offsetting  pollution  trade-offs  for  new  installations  and 
therefore  requests  that  Congress  not  write  into  law  a  definitive 
formula  for  a  nonattainment  policy  until  this  analysis  is 
completed. 

The  President  will  appoint  a  special  committee  to  study  the 
health  effects  of  increased  coal  production  and  use,  and  the 
environmental  constraints  on  coal  mining  and  on  the  construction 
of  new  coal-burning  facilities.  The  Committee  will  report  to  the 
President  by  October  1977  (administrative). 

The  President  will  request  almost  $3  million  to  study  the 
long-term  effects  of  carbon  dioxide  from  coal  and  other  hydro- 
carbons on  the  atmosphere  (budget). 

The  President  reiterated  his  support  for  tough,  uniform  national 
strip  mine  legislation. 

4.  Coal  research  and  development  (budget) : 

The  President  has  directed  ERDA,  EPA,  and  the  Department 
of  the  Interior  to  undertake  a  major  expansion  of  the  Govern- 
ment's coal  research  and  development  program.  The  program 
will  focus  primarily  on  meeting  environmental  requirements 
more  effectively  and  economically,  and  will  seek  to  expand  the 
substitution  of  coal  for  gas  and  petroleum  products. 
The  program  will  include  research  on — 

More  effective,  economical  methods  to  meet  air  pollution 
control  standards,  including  flue  gas  desulfurization  systems 
("scrubbers"); 
Fluid ized  bed  combustion  systems; 
Coal  cleaning  systems; 
Solvent  refined  coal  processes; 
Low  BTU  gasification  processes; 
Synthetic  crude  technology;  and 
Coal  mining  technology. 
In  the  long  run,  synthetic  high  BTU  gas  produced  from  coal 
may   provide   a   substitute   for  declining  natural   gas  supplies. 
The  Government  does  not  plan  to  subsidize  existing  technologies. 
The   administration  will  pursue   an   active   R&D   program   for 
advanced   high   BTU   coal   gasification.    The   program   will   be 
conducted  with  the  urgency  required  to  ensure  that  the  new 
technology  will  be  ready  when  needed. 

5.  Nuclear  power: 

a.  Plutonium  economy: 

The  United  States  will  make  a  concerted  effort,  in  association 
with  other  countries,  to  find  answers  to  the  problems  of  nuclear 
proliferation.  As  part  of  this  effort,  the  United  States  will  defer 
indefinitely  commercial  reprocessing  and  recycling  of  spent  fuels 
produced  in  United  States  civilian  nuclear  powerplants 
(administrative). 

In  addition,  the  President  has  decided  to  defer  indefinitely 
construction  of  the  Clinch  River  Liquid  Metal  Fast  Breeder 
Reactor  Demonstration  Project  and  to  cancel  all  component 
construction,     commercialization,     and    licensing    efforts.     The 
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United  States  breeder  program  will  redirect  efforts  toward 
evaluation  of  alternate  breeders,  fuels,  and  advanced  converter 
reactors  with  emphasis  on  nonproliferation  and  safety  concerns 
(administrative). 

The  United  States  has  asked  other  countries  to  join  in  examin- 
ing alternate  methods  of  meeting  future  needs  for  nuclear  power. 
As  part  of  this  program,  the  United  States  must  restore  confidence 
in  its  ability  and  willingness  to  supply  enriched  uranium  service-. 
The  United  States  is,  therefore,  taking  three  steps  to  restore 
that  confidence. 

The  United  States  is  reopening  the  order  books  for 
uranium  enrichment  services  (administrative). 

The  President  is  proposing  legislation,  in  a  separate 
submission,  to  guarantee  the  sale  of  enrichment  services  to 
any  country  which  agrees  to  comply  with  our  nonprolifera- 
tion objectives  and  is  willing  to  accept  certain  conditions 
(legislative). 

The  United  States  will  expand  its  enrichment  capacity. 
Current  capacity  consists  of  gaseous  diffusion  plants.  A 
centrifuge  plant  uses  only  10  percent  as  much  electrical 
power  as  a  diffusion  plant  of  equivalent  capacity.  Accordingly, 
the  next  plant  that  the  United  States  will  build,  for  which 
funds  are  already  in  the  proposed  fiscal  1978  budget,  will  be  a 
centrifuge  plant  (administrative  budget). 

To   resolve   uncertainties   about   the   extent   of   domestic 

uranium  resources,  ERDA  will  modify  its  National  Uranium 

Resources    Evaluation    program    to    improve    its    uranium 

resource  assessment  and  to  include  thorium  (administrative) . 

Domestic  nuclear  safety  and  storage: 

Light  water  realtors,  the  type  now  being  built,  are  not  a  pro- 
liferation hazard. 

Although  light  water  nuclear  reactors  have  had  a  good  safety 
record,  the  President  will  request  the  Nuclear  Regulatory  Com- 
mission to  expand  its  audit  and  inspection  staff,  to  increase  un- 
announced inspections,  and  to  assign  a  permanent  inspector  to 
every  nuclear  site  (administrative  budget). 

The  President  will  request  the  NRC  to  make  mandatory  the 
current  voluntary  reporting  of  minor  mishaps  and  component 
failures  (administrative). 

The  President  also  will  request  the  NRC  to  develop  firm  siting 
criteria  that  contain  guidelines  to  prevent  siting  in  densely  popu- 
lated areas,  under  potentially  hazardous  or  valuable  natural  area< 
(administrative). 

The  current  licensing  process  is  unsatisfactory  to  utilities,  in- 
terveners, and  the  Government.  Therefore,  the  President  will 
direct  a  thorough  review  of  the  entire  process.  As  part  of  this  re- 
view, he  has  proposed  that  reasonable  and  objective  criteria  be 
established  for  licensing  and  that  plants  which  are  based  on  a 
standard  design  not  require  extensive  individual  licensing 
administrative). 

The  President  will  direct  a  review  of  ERDA's  waste  disposal 
program  (administrative). 
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6.  Hydroelectric  power 

The  President  has  directed  the  Corps  of  Engineers  to  report  within 
3  months  on  the  potential  for  additional  hydropower  installations  at 
existing  dams  throughout  the  country — especially  at  small  sites.  Any 
recommendation  will  be  subject  to  a  thorough  environmental  and 
budget  review  before  final  decisions  are  made  (administrative). 

H.    NON-CONVENTIONAL    SOURCES    OF    ENERGY 

America's  hope  for  long-term  economic  growth  beyond  the  year 
2000  rests  on  renewable  and  virtually  inexhaustible  sources  of  energy, 
such  as  solar  and  geothermal  energy.  The  Government  will  promote 
aggressively  the  development  of  renewable  resources. 

1.  Solar  energy: 

a.  Solar  tax  credits  (legislative) :  To  stimulate  the  development  of  a 
large  solar  market,  a  tax  credit  of  40  percent  of  the  first  $1,000  and 
25  percent  of  the  next  $6,400  (maximum  of  $2,000)  paid  for  the  instal- 
lation of  qualifying  solar  equipment  would  be  provided.  The  credit 
would  decline  over  time  to  25  percent  of  the  first  $1,000  and  15  percent 
of  the  next  $6,400.  The  credit,  available  between  April  20,  1977,  and 
December  31,  1984,  would  be  supported  by  a  federally  supported 
joint  Federal/State  program  of  standards  development,  certification, 
training,  information  gathering,  and  public  education. 

b.  Business  investment  tax  credit  (legislative) :  The  solar  industry 
will  be  aided  further  by  the  inclusion  of  investments  in  solar  equipment 
for  industrial  and  commercial  purposes  among  the  approved  conserva- 
tion measures  eligible  for  the  proposed  10-percent  tax  credit  for  energy- 
saving  investments. 

c.  Federal  Energy  Management  Program  (administrative  budget) : 
The  Federal  Government  will  demonstrate  its  confidence  in  solar 
technology  by  undertaking  a  3-year  solar  program  for  Federal  buildings 
with  up  to  $100  million. 

d.  State  support:  States  are  urged  to  amend  their  property  tax  laws 
to  exempt  solar  installations  from  assessments,  to  enact  legislation  to 
protect  access  to  the  Sun,  and  to  promote  consumer  education  in  the 
solar  field.  State  public  utility  commissions  would  be  required  to  de- 
velop guidelines  to  prevent  utilities  from  discriminating  against  users 
of  solar  energy  or  other  alternative  energy  sources. 

2.  Geothermal  energy: 

a.  Tax  deductions  (legislative) :  To  stimulate  geothermal  drilling, 
the  President  will  propose  a  tax  deduction  for  intangible  drilling  costs 
comparable  to  that  now  available  for  oil  and  gas  drilling. 

b.  Procedural  streamlining  (administrative):  The  Departments  of 
Interior  and  Agriculture  will  streamline  their  leasing  and  environ- 
mental review  procedures  to  remove  unnecessary  barriers  to  develop- 
ment of  geothermal  resources. 
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I.    RESEARCH    DEVELOPMENT    AND    DEMONSTRATION    OF    DECENTRALIZED 

SYSTEMS 

1.  Reorganization  (administrative/budget):  A  new  Office  of  Small- 
Scale  Technology  is  proposed  within  the  Department  of  Energy  in 
order  to  tap  more  fully  the  great  potential  of  the  Nation's  individual 
inventors  and  small  business  firms. 

2.  Solar,  geothermal,  and  other  technologies  (budget):  The  Government 
will  provide  increased  funding  for  photovoltaic  systems,  solar  space 
cooling  and  other  solar  buildings  technologies,  small  wind  energy 
conversion  systems,  and  demonstration  projects  on  wood-derived  bio- 
mass.  The  Government  will  also  fund  programs  for  additional  work  on 
gas-fired  heat  pumps  and  small  fuel  cells  for  residential  and  commercial 
heating  and  cooling.  Additional  funding  will  be  provided  to  identify 
new  hydrothermal  sources  which  could  be  tapped  for  near-term 
generation  of  electricity  and  for  direct  thermal  use.  The  Government 
will  also  support  demonstration  of  direct,  nonelectric  uses  of  geother- 
mal energy  for  residential  space  conditioning  and  industrial  and  agri- 
cultural process  heat  in  area  where  this  resource  hasnot  previously  been 
exploited. 

J.    TRANSPORTATION    STUDY 

During  the  era  of  cheap  energy,  the  United  States  developed  a 
national  energy  transportation  system  principally  for  moving  oil  and 
natural  gas  from  the  South  and  the  Texas  Panhandle  to  the  North  and 
Northeast.  With  growing  prospects  for  increased  supplies  of  oil  and  gas 
from  Alaska  and  the  Outer  Continental  Shelf,  as  well  as  the  possibility 
of  increases  in  Western  coal  production,  the  Nation  urgently  needs  to 
reassess  its  energy  transportation  system.  The  President  will  establish 
a  commission  to  study  and  make  recommendations  concerning  the 
national  energy  transportation  system. 

Jimmy  Carter. 

The  White  House,  April  20,  1977. 
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APPENDIX  A 
TAX  AND  REBATE  SCHEDULE  FOR  NEW  CAR  SALES 
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STATEMENT  ON  SIGNING  APPROPRIATIONS  FOR  NON- 
NUCLEAR  PROGRAMS  OF  THE  ENERGY  RESEARCH 
AND  DEVELOPMENT  ADMINISTRATION 


June  3,  1977 


I  am  pleased  to  sign  S.  36,  a  bill  which  will  authorize  $1,639  billion 
for  the  Energy  Research  and  Development  Administration's  non- 
nuclear  programs  in  fiscal  year  1977. 

There  are,  however,  two  programs  authorized  in  S.  36  which  cause 
me  some  concern. 

The  National  Energy  Plan  stated  my  belief  that  we  should  avoid 
Federal  subsidy  of  existing  energy  technologies.  I  believe  that  our 
energy  research  and  development  dollars  should  be  spent  on  technol- 
ogies which  are  not  yet  demonstrated  rather  than  on  projects  or  tech- 
nologies which  have  been  shown  to  be  successful  at  a  commercial  or 
near  commercial  scale.  In  the  important  area  of  using  municipal  waste 
to  generate  pcwer  or  fuel,  we  have  already  had  five  federally  assisted 
demonstration  projects.  Several  other  facilities  of  this  type  have  been 
brought  on  line  without  any  Federal  support.  I  seriously  question  the 
need  for  price  supports  for  these  types  of  facilities  since  a  significant 
body  of  experience  and  demonstrated  technology  is  already  available. 

My  second  concern  is  with  the  timing  and  scope  of  the  Energy 
Extension  Service  program.  While  I  applaud  the  Congress  for  its 
prodding  in  developing  the  energy  extension  service  concept  and  see 
considerable  merit  in  such  a  program,  I  am  concerned  that  we  not 
move  into  a  full-scale,  nationwide  program  before  we  have  had  a 
chance  to  evaluate  and  learn  from  the  pilot  program  which  is  now 
underway. 

We  are  receiving  preliminary  results  from  the  four  pilot  projects 
now  in  operation  and  are  learning  that  some  types  of  programs  work 
better  than  others.  Before  we  ask  the  States  to  use  their  scarce  staff 
and  fiscal  resources  to  develop  plans  for  these  programs,  I  feel  we 
should  be  sure  that  the  requirements  for  these  plans  are  as  well- 
designed  as  possible.  My  Energy  Advisor  will  be  working  with  the 
Congress  and  the  relevant  committees  to  try  to  revise  the  timetable 
for  full-scale  implementation  of  the  extension  service  concept  in  order 
that  the  program  we  develop  is  one  which  is  most  responsive  to  our 
State  and  local  as  well  as  national  energy  needs. 

Jimmy  Carter. 

The  White  House,  June  3,  1977. 
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VETO  OF  DEPARTMENT  OF  ENERGY  AUTHORIZATION 

BILL 


November  5,  1977 


To  the  Senate  of  the  United  States: 

I  am  returning,  without  my  approval,  S.  1811,  the  Department  of 
Energy  Authorization  Act  of  1978 — Civilian  Applications. 

This  bill  authorizes  fiscal  year  1978  appropriations  for  the  Depart- 
ment of  Energy's  nuclear  and  non-nuclear  energy  research,  develop- 
ment, and  demonstration  projects;  however,  funds  for  most  of  these 
programs,  except  the  Clinch  River  Breeder  Reactor  Demonstration 
Plant,  already  have  been  appropriated  and  made  available  to  the 
Department. 

T  cannot  approve  this  legislation  because: 

It  mandates  funding  for  the  Clinch  River  Breeder  Reactor 
Demonstration  Plant,  that  will  result  in  a  large  and  unnecessarily 
expensive  project  which,  when  completed,  would  be  technically 
obsolete  and  economically  unsound.  This  decision  could  channel 
scarce  and  much  needed  effort  awajr  from  a  broad-based  breeder 
reactor  development  program  into  a  production  model  which  will 
not  be  required  or  economical  for  many  years. 

It  seriously  inhibits  the  President  from  pursuing  effectively  an 
international  policy  to  prevent  the  proliferation  of  nuclear  weap- 
ons and  nuclear  explosive  capability. 

It  puts  burdensome  limitations  on  the  President  and  the  new 
Department  of  Energy  in  exercising  necessary  judgment  to  pro- 
vide an  effective  energy  research  and  development  program. 

It  puts  unwise  limitations  on  our  ability  to  implement  the  new 
spent  fuels  policy  which  I  recently  announced,  to  aid  our  non- 
proliferation  goals. 

It  limits  the  constitutional  authority  of  the  President  through 
three  one-House  veto  provisions.  One  of  these  provisions  could 
also  limit  the  Administration's  ability  to  recover  a  fair  price  for 
the    uranium    enrichment    service    provided    by    the    Federal 
government. 
S.  1811  severely  limits  the  flexibility  of  the  Executive  Branch  in 
expending  funds  appropriated  for  the  Clinch  River  project  pursuant  to 
this  authorization.  This  is  inconsistent  with  my  strong  belief  that 
proceeding  beyond  completion  of  the  systems  design  phase  of  the 
Clinch  River  facility  would  imperil  the  Administration's  policy  to 
curb  proliferation  of  nuclear  weapons  technology.  Further,  completion 
of  the  Clinch  River  facility  would  cost  American  taxpayers  an  ad- 
ditional $1.4  billion  on  a  facility  that  is  technically  and  economically 
unnecessary. 

In  1970,  when  the  Clinch  River  facility  was  first  authorized  it  was 
estimated  to  cost  $450  million.  Its  total  cost  estimate  now  exceeds  $2.2 

(421) 


422 

billion.  The  Federal  government's  share  of  the  cost  of  the  project  has 
risen  from  $250  million  to  $2  billion.  Yet  current  projections  of  the 
increase  in  the  need  for  nuclear-generated  electric  power  in  the  year 
2000  are  only  one-third  of  estimates  made  in  1970.  The  breeder  reactor 
will,  therefore,  not  be  needed  in  the  early  1990's,  as  had  been  projected 
when  the  Clinch  River  facility  was  first  authorized. 

The  Administration  is  committed  to  a  strong  research  and  develop- 
ment program  for  advanced  nuclear  technologies,  including  base  pro- 
gram research  on  the  liquid  metal  fast  breeder,  research  into  alter- 
native breeder  cycles,  and  an  accelerated  research  and  development 
program  for  advanced  non-breeder  technologies.  These  programs  are 
vital  to  ensure  that  energy  is  available  to  make  the  transition  over  the 
decades  ahead  from  oil  and  natural  gas  to  other  energy  sources.  All  of 
these  programs  will  be  maintained  in  the  absence  of  S.  1811.  Con- 
struction of  the  Clinch  River  facility  in  no  way  is  necessary  to  ensure 
continued  development  of  nuclear  technologies,  including  liquid  metal 
fast  breeder  technology. 

In  vetoing  S.  1811,  I  intend  to  pursue  the  authority  at  my  disposal 
to  terminate  construction  of  the  Clinch  River  facility.  Further  expend- 
iture on  the  Clinch  River  facility  should  be  ended  in  an  orderly 
fashion,  and  I  intend  to  analyze  all  available  options,  including  those 
under  the  Congressional  Budget  and  Impoundment  Control  Act  of 
1974,  to  ensure  that  no  further  unnecessary  expenditures  on  this 
facility  are  made. 

In  addition  to  those  features  relating  to  the  Clinch  River  Breeder 
Reactor,  S.  1811  also  contains  additional  provisions  which  are  not 
consistent  with  Administration  policies  and  the  national  interest. 

The  bill  would  further  impede  our  nonproliferation  goals  by  impos- 
ing limitations  on  the  ability  of  the  United  States  to  provide  for  the 
storage  of  spent  fuel  from  foreign  reactors  in  those  instances  where 
such  an  action  would  serve  those  goals. 

It  permits  a  one-House  veto  over  the  criteria  and  prices  which  the 
Administration  can  adopt,  infringing  on  the  Administration's  ability 
to  recover  the  full  cost  of  those  enrichment  services. 

S.  1811  would  impede  the  ability  of  the  Secretary  of  Energy  to 
organize  effectively  the  research  and  development  activities  of  the 
new  Department  of  Energy,  in  contravention  of  legislation  passed  in 
August  establishing  the  Department. 

Finally,  it  would  impose  a  variety  of  specific  and  unnecessary  techni- 
cal restrictions  on  energy  research  and  development  programis,  estab- 
lish one-House  veto  provisions  relating  to  geothermal  facilty  loan 
guarantees,  and  impose  a  six-month  requirement  for  a  recommenda- 
tion on  the  purchase  and/or  operation  of  the  Barnwell  reprocessing 
facility. 

I  am  committed  to  a  vigorous  energy  research  and  development 
strategy  to  ensure  maximum  progress  on  shifting  the  energy  base  of 
the  United  States  away  from  oil  and  natural  gas.  However,  I  am  also 
concerned  about  the  risk  of  introducing  the  plutonium  economy 
through  an  unnecessary  commercial  demonstration  facility.  I  believe 
that  we  should  continue  our  research  and  development  program  with- 
out large,  unnecessary  expenditures  for  a  technologically  obsolete 
project  and  without  imperiling  our  shared  desire  for  halting  the  un- 
controlled spread  of  nuclear  weapons  capability. 

Jimmy  Carter. 

The  White  House,  November  5,  1977. 


ADDRESS  TO  THE  NATION  ON  THE  NATIONAL  ENERGY 

PLAN 


November  8,  1977 


Good  Evening :  More  than  6  months  ago,  in  April,  I  spoke  to  you 
about  a  need  for  a  national  policy  to  deal  with  our  present  and  future 
energy  problems,  and  the  next  day  I  sent  my  proposals  to  the  Con- 
gress. 

The  Congress  has  recognized  the  urgency  of  this  problem  and  has 
come  to  grips  with  some  of  the  most  complex  and  difficult  decisions 
that  a  legislative  body  has  ever  been  asked  to  make. 

Working  with  Congress,  we've  now  formed  a  new  Department  of 
Energy,  headed  by  Secretary  James  Schlesinger.  We  have  the  ability 
to  administer  the  new  energy  legislation,  and  congressional  work  on 
the  national  energy  plan  has  now  reached  the  final  stage. 

Last  week  the  Senate  sent  its  version  of  the  legislation  to  the  con- 
ference committees,  where  Members  of  the  House  and  Senate  will 
now  resolve  differences  between  the  bills  that  they've  passed.  There, 
in  the  next  few  weeks,  the  strength  and  courage  of  our  political  system 
will  be  proven. 

The  choices  facing  the  Members  of  Congress  are  not  easy.  For  them 
to  pass  an  effective  and  fair  plan,  they  will  need  your  support  and  your 
understanding — your  support  to  resist  pressures  from  a  few  for 
special  favors  at  the  expense  of  the  rest  of  us,  and  your  understanding 
that  there  can  be  no  effective  plan  without  some  sacrifice  from  all  of 
us. 

Tonight,  at  this  crucial  time,  I  want  to  emphasize  why  it  is  so 
important  that  we  have  an  energy  plan  and  what  we  will  risk,  as  a 
nation,  if  we  are  timid  or  reluctant  to  face  this  challenge.  It's  crucial 
that  you  understand  how  serious  this  challenge  is. 

With  every  passing  month,  our  energy  problems  have  grown  worse. 
This  summer  we  used  more  oil  and  gasoline  than  ever  before  in  our 
history.  More  of  our  oil  is  coming  from  foreign  countries.  Just  since 
April,  our  oil  imports  have  cost  us  $23  billion — about  $350  worth 
of  foreign  oil  for  the  average  American  family. 

A  few  weeks  ago,  in  Detroit,  an  unemployed  steelworker  told  me 
something  that  may  reflect  the  feelings  of  many  of  you.  "Mr.  Presi- 
dent," he  said,  "I  don't  feel  much  like  talking  about  energy  and  foreign 
policy.  I'm  concerned  about  how  I'm  going  to  live.  ...  I  can't  bo 
too  concerned  about  other  things  when  I  have  a  10-year-old  daughter 
to  raise  and  I  don't  have  a  job  and  I'm  56  years  old." 

Well,  I  understand  how  he  felt,  but  I  must  tell  you  the  truth.  And 
the  truth  is  that  you  cannot  talk  about  economic  problems  now  or 
in  the  future  without  talking  about  energy. 
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Let  me  try  to  describe  the  size  and  the  effect  of  the  problem.  Our 
farmers  are  the  greatest  agricultural  exporters  the  world  has  ever 
known,  but  it  now  takes  all  the  food  and  the  fiber  that  we  export  in 
2  years  just  to  pay  for  1  year  of  imported  oil — about  $45  billion. 

This  excessive  importing  of  foreign  oil  is  a  tremendous  and  rapidly 
increasing  drain  on  our  national  economy.  It  hurts  every  American 
family.  It  causes  unemployment.  Every  $5  billion  increase  in  oil 
imports  costs  us  200,000  American  jobs.  It  costs  us  business  invest- 
ments. Vast  amounts  of  American  wealth  no  longer  stay  in  the  United 
States  to  build  our  factories  and  to  give  us  a  better  life. 

It  makes  it  harder  for  us  to  balance  our  Federal  budget  and  to 
finance  needed  programs  for  our  people.  It  unbalances  our  Nation's 
trade  with  other  countries.  This  year,  primarily  because  of  oil,  our 
imports  will  be  at  least  $25  billion  more  than  all  the  American  goods 
that  we  sell  overseas. 

It  pushes  up  international  energy  prices  because  excessive  importing 
of  oil  by  the  United  States  makes  it  easier  for  foreign  producers  to 
raise  their  prices.  It  feeds  serious  inflationary  pressures  in  our  own 
economy. 

If  this  trend  continues,  the  excessive  reliance  on  foreign  oil  could 
make  the  very  security  of  our  Nation  increasingly  dependent  on  un- 
certain energy  supplies.  Our  national  security  depends  on  more  than 
just  our  Armed  Forces;  it  also  rests  on  the  strength  of  our  economy, 
on  our  national  will,  and  on  the  ability  of  the  United  States  to  carry 
out  our  foreign  policy  as  a  free  and  independent  nation.  America  over- 
seas is  only  as  strong  as  America  at  home. 

The  Secretary  of  Defense  said  recently,  "The  present  deficiency  of 
assured  energy  sources  is  the  single  surest  threat ...  to  our  security  and 
to  that  of  our  allies." 

Yesterday,  after  careful  consideration,  I  announced  the  postpone- 
ment of  a  major  overseas  trip  until  after  Christmas  because  of  the 
paramount  importance  of  developing  an  effective  energy  plan  this 
year.  I  have  no  doubt  that  this  is  the  right  decision,  because  the  other 
nations  of  the  world — allies  and  adversaries  alike — await  our  energy 
decisions  with  a  great  interest  and  concern. 

As  one  of  the  world's  largest  producers  of  coal  and  oil  and  gas,  why 
do  we  have  this  problem  with  energy,  and  why  is  it  so  difficult  to  solve? 

One  problem  is  that  the  price  of  all  energy  is  going  up,  both  because 
of  its  increasing  scarcity  and  because  the  price  of  oil  is  not  set  in  a 
free  and  competitive  market.  The  world  price  is  set  by  a  foreign 
cartel — the  governments  of  the  so-called  OPEC  nations.  That  price 
is  now  almost  five  times  as  great  as  it  was  in  1973. 

Our  biggest  problem,  however,  is  that  we  simply  use  too  much  and 
waste  too  much  energy.  Our  imports  have  more  than  tripled  in  the 
last  10  years.  Although  all  countries  could,  of  course,  be  more  efficient, 
we  are  the  worst  offender.  Since  the  great  price  rise  in  1973,  the  Jap- 
anese have  cut  their  oil  imports,  the  Germans,  the  French,  the  British, 
the  Italians  have  all  cut  their  oil  imports.  Meanwhile,  although  we 
have  large  petroleum  supplies  of  our  own  and  most  of  them  don't, 
we  in  the  United  States  have  increased  our  imports  more  than  40 
percent. 

This  problem  has  come  upon  us  suddenly.  Ten  years  ago,  when 
foreign  oil  was  cheap,  we  imported  just  2Y2  million  barrels  of  oil  a  day, 


425 

about  20  percent  of  what  we  used.  By  1972,  we  were  importing  about 
30  percent.  This  year,  when  foreign  oil  is  very  expensive,  we  are 
importing  nearly  9  million  barrels  a  day — almost  one-half  of  all  the 
oil  we  use.  Unless  we  act  quickly,  imports  will  continue  to  go  up,  and 
all  the  problems  that  I've  just  described  will  grow  even  worse. 

There  are  three  things  that  we  must  do  to  avoid  this  danger:  first, 
cut  back  on  consumption;  second,  shift  away  from  oil  and  gas  to 
other  sources  of  energy;  and  third,  encourage  production  of  energy 
here  in  the  United  States.  These  are  the  purposes  of  the  new  energy 
legislation. 

In  order  to  conserve  energy,  the  Congress  is  now  acting  to  make 
our  automobiles,  our  homes,  and  appliances  more  efficient  and  to 
encourage  industry  to  save  both  heat  and  electricity. 

The  congressional  conference  committees  are  now  considering 
changes  in  how  electric  power  rates  are  set  in  order  to  discourage 
waste,  to  reward  those  who  use  less  energy,  and  to  encourage  a  change 
in  the  use  of  electricity  to  hours  of  the  day  when  demand  is  low. 

Another  very  important  question  before  Congress  is  how  to  let  the 
market  price  for  domestic  oil  go  up  to  reflect  the  cost  of  replacing  it 
while,  at  the  same  time,  protecting  the  American  consumers  and  our 
own  economy. 

We  must  face  an  unpleasant  fact  about  energy  prices.  They  are 
going  up,  whether  we  pass  an  energy  program  or  not,  as  fuel  becomes 
more  scarce  and  more  expensive  to  produce.  The  question  is,  who 
should  benefit  from  those  rising  prices  for  oil  already  discovered?  Our 
energy  plan  captures  and  returns  them  to  the  public,  where  they  can 
stimulate  the  economy,  save  more  energy,  and  create  new  jobs. 

We  will  use  research  and  development  projects,  tax  incentives  and 
penalties,  and  regulatory  authority  to  hasten  the  shift  from  oil  and 
gas  to  coal,  to  wind  and  solar  power,  to  geothermal,  methane,  and 
other  energy  sources. 

We've  also  proposed,  and  the  Congress  is  reviewing,  incentives  to 
encourage  production  of  oil  and  gas  here  in  our  own  country.  This  is 
where  another  major  controversy  arises. 

It's  important  that  we  promote  new  oil  and  gas  discoveries  and  in- 
creased production  by  giving  adequate  prices  to  the  producers. 

We've  recommended  that  the  price,  for  instance,  of  new  natural  gas 
be  raised  each  year  to  the  average  price  of  domestic  oil  that  would 
produce  the  same  amount  of  energy.  With  this  new  policy,  the  gross 
income  of  gas  producers  would  average  about  $2  billion  each  year 
more  than  at  the  present  price  level.  New  oil  prices  would  also  rise  in 
3  years  to  the  present  world  level  and  then  be  increased  annually  to 
keep  up  with  inflation.  This  incentive  for  new  oil  production  would 
be  the  highest  in  the  whole  world. 

These  proposals  would  provide  adequate  incentives  for  exploration 
and  production  of  domestic  oil  and  gas,  but  some  of  the  oil  companies 
want  much  more — tens  of  billions  of  dollars  more.  They  want  greatly 
increased  prices  for  "old"  oil  and  gas — energy  supplies  which  have 
already  been  discovered  and  which  are  being  produced  now.  They 
want  immediate  and  permanent  deregulation  of  gas  prices,  which 
would  cost  consumers  $70  billion  or  more  between  now  and  1985. 
They  want  even  higher  prices  than  those  we've  proposed  for  "new" 
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gas  and  oil,  and  they  want  the  higher  prices  sooner.  They  want  lower 
taxes  on  their  profits. 

These  are  all  controversial  questions,  and  the  congressional  debates, 
as  you  can  well  imagine,  are  intense.  The  political  pressures  are  great 
because  the  stakes  are  so  high,  billions  and  billions  of  dollars.  We 
should  reward  individuals  and  companies  who  discover  and  produce 
new  oil  and  gas,  but  we  must  not  give  them  huge  windfall  profits  on 
their  existing  wells  at  the  expense  of  the  American  people. 

Now  the  energy  proposal  that  I  made  to  Congress  last  April  has 
three  basic  elements  to  ensure  that  it  is  well  balanced.  First,  it's  fair 
both  to  the  American  consumers  and  to  the  energy  producers,  and  it 
will  not  disrupt  our  national  economy.  Second,  as  I've  said  before,  it's 
designed  to  meet  our  important  goals  for  energy  conservation,  to 
promote  a  shift  to  more  plentiful  and  permanent  energy  supplies  and 
encourage  increased  production  of  energy  in  the  United  States.  And 
third,  it  protects  our  Federal  budget  from  any  unreasonable  burden. 
These  are  the  three  standards  by  which  the  final  legislation  must  be 
judged.  I  will  sign  the  energy  bills  only  if  they  meet  these  tests. 

During  the  next  few  weeks,  the  Congress  will  make  a  judgment  on 
these  vital  questions.  I  will  be  working  closely  with  them.  And  you 
are  also  deeply  involved  in  these  decisions.  This  is  not  a  contest  of 
strength  between  the  President  and  the  Congress,  nor  between  the 
House  and  the  Senate.  What  is  being  measured  is  the  strength  and 
will  of  our  Nation — whether  we  can  acknowledge  a  threat  and  meet 
a  serious  challenge  together. 

I'm  convinced  that  we  can  have  enough  energy  to  permit  the  contin- 
ued growth  of  our  economy,  to  expand  production  and  jobs,  and  to 
protect  the  security  of  the  United  States — if  we  act  wisely. 

I  believe  that  this  country  can  meet  any  challenge,  but  this  is  an 
exceptionally  difficult  one  because  the  threat  is  not  easy  to  see  and 
the  solution  is  neither  simple  nor  politically  popular. 

I  said  6  months  ago  that  no  one  would  be  completely  satisfied  with 
this  National  Energy  Plan.  Unfortunately,  that  prediction  has  turned 
out  to  be  right.  There  is  some  part  of  this  complex  legislation  to  which 
eveiy  region  and  every  interest  group  can  object.  But  a  common 
national  sacrifice  to  meet  this  serious  problem  should  be  shared  by 
everyone — some  pioof  that  the  plan  is  fair.  Many  groups  have  risen 
to  the  challenge.  But,  unfortunately,  there  are  still  some  who  seek 
personal  gain  over  the  national  interest. 

It's  also  especially  difficult  to  deal  with  long-range,  future  challenges. 
A  President  is  elected  for  just  4  years,  a  Senator  for  6,  and  our  Repre- 
sentatives in  Congress  for  only  2  years.  It's  always  been  easier  to  wait 
until  the  next  year  or  the  next  term  of  office,  to  avoid  political  risk. 
But  you  did  not  choose  your  elected  officials  simply  to  fill  an  office. 
The  Congress  is  facing  very  difficult  decisions,  courageously,  and  we've 
formed  a  good  partnership.  All  of  us  in  Government  need  your  help. 

This  is  an  effort  which  requires  vision  and  cooperation  for  all  Amer- 
icans. I  hope  that  each  of  you  will  take  steps  to  conserve  our  precious 
energy  and  also  join  with  your  elected  officials  at  all  levels  of  govern- 
ment to  meet  this  test  of  our  Nation's  judgment  and  will. 

These  are  serious  problems,  and  this  has  been  a  serious  talk.  But 
our  energy  plan  also  reflects  the  optimism  that  I  feel  about  our  ability 
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to  deal  with  these  problems.  The  story  of  the  human  race  is  one  of 
adapting  to  changing  circumstances.  The  history  of  our  Nation  is  one 
of  meeting  challenges  and  overcoming  them. 

This  major  legislation  is  a  necessary  first  step  on  a  long  and  difficult 
road.  This  energy  plan  is  a  good  insurance  policy  for  the  future,  in 
which  relatively  small  premiums  that  we  pay  today  will  protect  us  in 
the  years  ahead.  But  if  we  fail  to  act  boldly  today,  then  we  will  surely 
face  a  greater  series  of  crises  tomorrow — energy  shortages,  environ- 
mental damage,  ever  more  massive  Government  bureaucracy  and 
regulations,  and  ill-considered,  last-minute  crash  programs. 

I  hope  that,  perhaps  a  hundred  years  from  now,  the  change  to 
inexhaustible  energy  sources  will  have  been  made,  and  our  Nation's 
concern  about  energy  will  be  over.  But  we  can  make  that  transition 
smoothly — for  our  country  and  for  our  children  and  for  our  grand- 
children— only  if  we  take  careful  steps  now  to  prepare  ourselves  for 
the  future. 

During  the  next  few  weeks,  attention  will  be  focused  on  the  Con- 
gress, but  the  proving  of  our  courage  and  commitment  will  continue, 
in  different  forms  and  places,  in  the  months  and  the  years,  even 
generations  ahead. 

It's  fitting  that  I'm  speaking  to  you  on  an  election  day,  a  day 
which  reminds  us  that  you,  the  people,  are  the  rulers  of  this  Nation, 
that  your  Government  will  be  as  courageous  and  effective  and  fair  as 
you  demand  that  it  be. 

This  will  not  be  the  last  time  that  I,  as  President,  present  difficult 
and  controversial  choices  to  you  and  ask  for  your  help.  I  believe  that 
the  duties  of  this  office  permit  me  to  do  no  less.  But  I'm  confident  that 
we  can  find  the  wisdom  and  the  courage  to  make  the  right  decisions — 
even  when  they  are  unpleasant — so  that  we  might,  together,  preserve 
the  greatness  of  our  Nation. 

Thank  you  very  much. 

Jimmy  Carter. 

The  White  House.  November  8,  1977. 
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The  President.  This  joint  resolution  to  approve  the  construction 
of  the  major  natural  gas  pipeline  from  Alaska  down  through  Canada 
to  our  country  is  a  very  important  demonstration  of  our  Nation's  com- 
mitment to  provide  adequate  energy  supplies  in  the  future,  to  protect 
the  quality  of  the  environment  in  our  two  nations,  to  work  harmoni- 
ously in  one  of  the  most  complicated  and  most  expensive  engineering 
projects  ever  undertaken  by  human  beings. 

I'm  very  proud  that  the  House  and  Senate  have  approved  the  route 
that  was  chosen  by  ourselves  and  the  Canadians  for  this  imajor 
project.  This  will  provide,  when  it's  fully  in  operation,  about  3.6 
billion  cubic  feet  of  natural  gas  per  day.  It's  the  largest  single  project 
ever  undertaken  for  the  provision  of  energy  and,  perhaps,  the  largest 
single  engineering  project  ever  undertaken  of  any  kind. 

Over  a  period  of  25  years,  which  is  the  estimated  life  of  this  pipe- 
line— it  will  probably  be  longer — it  would  save  the  American  people 
more  than  $6  billion,  compared  to  the  alternative  route  assessed. 

But  this  is  just  the  first  very  minor  step  in  what's  going  to  be  a  long 
journey  in  engineering,  planning,  financing,  designing  and  construction 
and  operation  of  this  tremendous  pipeline  project. 

Tonight  I  will  talk  to  the  American  people  about  the  energy  problem 
and  the  enormity  of  it  now  and  in  the  future.  This  is  roughly  a  $14 
billion  project.  Natural  gas  makes  up  about  25  percent  of  our  energy 
needs.  This  project,  in  spite  of  its  enormous  size,  will  provide  about  5 
percent  of  our  Nation's  natural  gas.  So,  what  we  are  talking  about 
here,  to  show  you  the  size  of  the  energy  problem  and  the  energy 
industry,  is  about  1  percent  of  the  energy  supplies  of  just  one  nation. 

I'm  particularly  glad  that  the  Ambassador  for  Canada  is  here.  I 
hope  that  he  will  relay  directly  to  Prime  Minister  Trudeau  my  deep 
gratitude  at  the  cooperative  attitude  that  has  been  taken  by  the 
Canadians  in  working  with  us  on  this  project. 

I  particularly  want  to  thank  the  Alaskan  delegation  who  are  here, 
the  Congress  Members  who  have  been  so  instrumental  in  the  passage 
of  this  resolution.  Many  of  them  are  the  same  Members  of  Congress 
who  are  now  working  on  the  energy  conference  committee — Senator 
Jackson,  Congressmen  Udall,  John  Dingell,  Congressmen  Staggers, 
Roncalio,  and  others.  I  want  to  thank  them  again  for  their  timely  and 
very  effective  approval  of  this  project. 

(429) 
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Dr.  Schlesinger,  the  Secretary  of  Energy,  will  now  begin  his  detailed 
work  along  with  Cecil  Andrus,  the  administrator  of  the  Interior 
Department — the  Secretary — and  also  other  agencies  of  the  Federal 
Government.  So,  I  think,  this  is  a  good  time  for  our  country,  for 
Canada,  and  for  the  future  of  the  American  people. 

Again,  I  want  to  congratulate  the  Members  of  Congress  for  doing 
such  a  good  job  in  helping  to  make  this  possible. 

[At  this  point,  the  President  signed  H.J.  Res.  621  into  law.} 

Now,  Jim,  you  can  go  ahead  and  start  working. 

Secretary  Schlesinger.  I  think  what  the  President  has  said  under- 
scores the  close  relationships  that  we  should  maintain  with  Canada  in 
regard  to  what  are  common  problems.  This  will  help  restore  an  era  of 
good  feelings  between  the  two  countries  and,  that  this  project,  large 
as  it  is,  is  a  splendid  symbol  of  that  cooperation. 

The  President.  Mike? 

Senator  Gravel.  I  think  that  it's  not  only  of  benefit  to  the  Nation 
but,  I  think,  it  does  lay  aside  the  differences  that  have  arisen  in  the 
context  of  where  the  line  would  go — our  differences  with  Canada.  I 
think  if  there's  any  nation  that  we  have  a  proximity  to,  it's  that  great 
country.  I  think  the  gas  that  we've  been  blessed  with  in  Alaska  we've 
brought  more  efficiently  and  effectively  through  this  pipeline. 

We  are  grateful  to  the  leadership  of  the  Executive,  under  you,  Mr* 
President,  Mr.  Schlesinger,  and  with  the  alacrity  that  the  Congress 
acted  in  seeing  that  this  resolution  got  to  your  desk  as  soon  as  possible- 

The  President.  Thank  you.  I  don't  think  there  were  any  dis- 
senting votes.  It  was  a  voice  vote.  I  didn't  hear  any 

Senator  Gravel.  There  were  none. 

The  President.  Congressman  Staggers? 

Representative  Staggers.  I'd  say  that  it's  a  red-letter  day  for 
America  and  our  future. 

The  President.  Ted? 

Senator  Stevens.  Mr.  President,  I  think  this  is  just  the  first  of  a 
series  of  transportation  systems  to  bring  Alaska's  resources  to  what 
we  call  the  South  48.  We  have  a  lot  more  oil  and  gas  and  we'll  hope- 
fully get  on  to  those  other  areas,  too,  soon.  So,  I  congratulate  you.  I 
think  this  is  the  first  time  that  the  Vice  President  and  I  have  been  on 
the  same  side.  We  both  lost.  He  favored  the  Arctic  route,  and  I  fa- 
vored the  El  Paso  route.  But  we're  both  happy  today.  [Laughter.] 

Other  Speaker.  Mr.  President,  the  Vice  President  did  not  lose  on 
this  issue.  [Laughter.] 

The  President.  I  think  all  Americans  won.  Although  we  don't 
look  on  Canada  as  coming  under  the  purview  of  the  Foreign  Relations 
Committee,  Frank — because  they  are  so  much  a  part  of  our  country — 
would  you  like  to  say  just  a  word? 

Senator  Church.  Thank  you,  Mr.  President.  I  think  the  route 
that's  been  chosen  is  the  correct  one.  It  happens  that  the  first  leg  of 
that  route  will  be  built  into  my  State,  which  may  have  some  influence. 
[Laughter.]  But  I  commend  you  for  another  milestone,  and  I  think 
this  bill  will  serve  the  country  well. 

The  President.  Jim? 

Mr.  McMillian.  It's  my  pleasure.  This  is  my  project.  I  want  to 
thank  you  for  choosing  it,  the  confidence  you  had  in  us.  We're  going  to 
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uphold  that  confidence  of  both  yourself  and  the  Congress  and  do  what 
we  said  to  bring  this  energy  source  to  you  as  quickly  and  reasonably 
as  we  can. 

The  President.  We  worked  very  closely  with  Jim,  in  preparing 
this,  and  I  want  to  thank  you  for  it. 

Mr.  McMillian.  Thank  you,  sir. 

Representative  Dingell.  Mr.  President,  I  just  look  forward  to 
being  back  with  you  when  you  sign  the  energy  bill  very  shortly. 
[Laughter.] 

Jimmy  Carter. 

The  White  House,  November  8, 1977 . 
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statement  on  signing  house  joint  resolution  621  into  law, 
november  8.  197  7 

The  energy  crisis  presents  an  unprecedented  challenge  that  calls  for 
creative  solutions.  That  is  why  I  take  special  pride  in  signing  today  the 
joint  resolution  of  the  Senate  and  House  of  Representatives  approving 
my  choice  of  the  Alcan  project  to  carry  Alaskan  natural  gas  through 
Canada  to  the  lower  48  States. 

This  pipeline  project  will  span  almost  5,000  miles  across  the  North 
American  Continent.  It  will  be  the  largest  privately  financed  energy 
project  ever  undertaken.  It  will  deliver  an  additional  1  trillion  cubic 
feet  of  reasonably  priced  natural  gas  to  American  markets  every  year. 
It  will  save  American  consumers  $6  billion  over  what  other  routes 
would  cost  during  a  20-year  period. 

But  despite  the  scope  of  this  project,  it  is  sobering  to  realize  that  it 
will  add  only  5  percent  to  the  Nation's  supply  of  natural  gas.  And 
natural  gas  itself  will  account  for  only  25  percent  of  our  total  energy 
supply.  Even  with  the  Alcan  project  we  will  continue  to  be  gravely 
dependent  on  imported  oil  to  meet  our  energy  needs.  Later  this  evening 
I  will  discuss  with  the  Nation  in  more  detail  the  enormous  challenge 
which  lies  ahead,  and  the  consequences  of  our  failure  to  act  on  a 
comprehensive  national  energy  program. 

I  want  to  compliment  the  Congress  on  their  swift  response  to  my 
recommendation  in  the  midst  of  their  consideration  of  the  National 
Energy  Plan.  I  also  want  particularly  to  thank  Senator  Jackson,  the 
floor  leader  in  the  Senate,  and  chairmen  Morris  Udall  and  Harley 
Staggers  in  the  House,  as  wTell  as  subcommittee  chairmen  John  Dingell 
and  Teno  Roncalio  for  their  efforts  in  securing  early  approval  of  the 
resolution. 

I  am  asking  Ambassador  Towe  to  convey  to  Prime  Minister  Tru- 
deau  the  proud  sense  of  paitnership  we  feel  today  at  embarking  upon 
-his  new  joint  ventured  As  the  Prime  Minister  and  I  observed  when 
our  agreement  was  announced,  the  two  countries  working  together  can 
transport  more  energy  more  efficiently  than  either  working  alone. 
The  United  States  will  gain  the  use  of  our  Alaskan  gas  reserves  at  the 
lowest  possible  cost,  and  Canada  will  benefit  through  access  to  its 
frontier  gas  reserves  and  the  economic  activity  of  constructing  and 
operating  this  project. 
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Ultimately,  it  will  be  our  willingness  to  consider  solutions  like  this 
that  may  well  determine  this  Nation's  ability  to  survive  the  threats 
posed  by  the  energy  crisis,  I  will  talk  more  about  that  tonight.  Alcan 
is  just  one  step  in  a  long  series  of  steps — represented  in  part  by  the 
National  Energy  Plan — that  we  must  take.  We  should  be  both  proud 
of  the  progress  we  mark  today,  and  humbled  by  the  task  that  lies 
ahead. 

Jimmy  Carter. 

The  White  House,  November  8,  1977. 
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